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The following releases relate to self-regulatory rule 
proposals and/or adoptions. 
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33-6000 PRESENTATION IN FINANCIAL 
STATEMENTS OF PREFERRED 
STOCKS SUBJECT TO MANDATORY 
REDEMPTION REQUIREMENTS OR 
WHOSE REDEMPTION IS OUTSIDE 
THE CONTROL OF THE ISSUER, PRE- 
FERRED STOCKS WHICH ARE NOT 
REDEEMABLE OR ARE REDEEMABLE 
SOLELY AT THE OPTION OF THE 
ISSUER, AND COMMON STOCKS [File 
No. S7-764—Comment Period Expires 
February 28, 1979] 


EXTENSION OF COMMENT PERIOD 
ON PROPOSED RULEMAKING TO RE- 
QUIRE SECURITIES DEALERS TO DIS- 
CLOSE ON CUSTOMER CONFIRMA- 
TIONS THE MARK-UPS OR MARK- 
DOWN OR SIMILAR REMUNERA- 
TION RECEIVED IN A “RISKLESS” 
PRINCIPAL TRANSACTION IN DEBT 
SECURITIES [File No. S7-654—Com- 
ment Period Expires January 5, 1979] . . 
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33-6001 Disclosure of the Impact of the Wage 
and Price Standards for 1979 on the 
Operation of Issuers Subject to the 





SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 5999/November 24, 1978 


In the Matter of 
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THE MILBANK, TWEED, HADLEY & MCCLOY 
PARTNERS’ RETIREMENT PLAN 

1 Chase Manhatten Plaza 

New York, NY 10005 


(18-22) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE MILBANK, 
TWEED, HADLEY & MCCLOY PARTNERS’ RETIRE- 
MENT PLAN 


Milbank, Tweed, Hadley & McCloy (“Applicant”), a 
law firm organized as a partnership under the laws of 
the State of New York, on October 4, 1978, filed an 
application for exemption from the registration 
requirements of the Securities Act of 1933 (the ‘‘Act”) 
for participations or interests issued in connection 
with the Milbank, Tweed, Hadley & McCloy Partners’ 
Retirement Plan (the “Plan”). 


On October 31, 1978, a notice was issued (Release 
No. 5989) of the filing of the application. The notice 
gave interested persons an opportunity to request a 
hearing and stated that an order would be issued as of 
course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participations issued in 
connection with the Plan shail not be subject to the 


requirements of Section 5 of the Act, 
forthwith. 


effective 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20791/November 28, 1978 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10495/November 28, 1978 


PRESENTATION IN FINANCIAL STATEMENTS OF 
PREFERRED STOCKS SUBJECT TO MANDATORY 
REDEMPTION REQUIREMENTS OR WHOSE RE- 
DEMPTION IS OUTSIDE THE CONTROL OF THE 
ISSUER, PREFERRED STOCKS WHICH ARE NOT 
REDEEMABLE OR ARE REDEEMABLE SOLELY AT 
THE OPTION OF THE ISSUER, AND COMMON 
STOCKS. 


AGENCY: Securities and Exchange Commission. 


ACTION: Proposed rules. 


SUMMARY: The Commission proposes to amend 
Regulation S-X to require that the amounts applicable 
to the following three general classes of securities be 
presented separately in balance sheets filed with the 
Commission (with no combined total being shown for 
these three classes and not under the general heading 
of stockholders’ equity): (i) preferred stocks subject to 
mandatory redemption requirements or whose 
redemption is outside the control of the issuer; (ii) 
preferred stocks which are not redeemable or are 
redeemable solely at the option of the issuer; and (iii) 
common stocks. The proposed amendments would 
also require that certain disclosures concerning 
preferred stocks subject to mandatory redemption 
requirements or whose redemption is outside the 
control of the issuer be included in financial 
statements. The Commission believes that there is a 
significant difference in the nature of these three 
types of securities and, further, that it is necessary to 
highlight the future cash obligations attached to 
preferred stocks subject to mandatory redemption 
requirements or whose redemption is outside the 
control of the issuer in a manner which indicates that 
they are not part of the permanent capitalization of a 
company. It is expected that the proposed rules will 
result in the presentation to financial statement users 
of more useful information concerning a company’s 
capital structure. 


DATE: Comments should be submitted on or before 
February 28, 1979. 


ADDRESSES: Comments should be submitted in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. All 
comments will be available for public inspection at 
the Commission’s Public Reference Room, Room 
6101, 1100 L Street, N.W., Washington, D.C. (File No. 
S7-764). 





FOR FURTHER INFORMATION CONTACT: Steven 
J. Golub or Edmund Coulson, Office of the Chief 
Accountant, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549 
(202-472-3782). 


SUPPLEMENTARY INFORMATION: Companies have 
evolved into complex entities and the methods used 
to finance their activities have evolved similarly. 
Companies today finance their activities using a 
variety of debt and equity securities. The Commission 
has noted the increasing use of complex 
securities—some, such as preferred stocks subject to 
mandatory redemption requirements or whose 
redemption is outside the control of the issuer 
(hereinafter referred to as “redeemable preferred 
stock’), having overlapping debt and equity 
characteristics. The Commission believes that the 
complexities of corporate financing activities increase 
the need for financial reporting to reflect fairly the 
status of the various classes of investors and 
creditors and their present and potential claims on 
future cash flows. Developments in financial reporting 
for the various classes of securities appear to have not 
kept pace with the increasing complexities of 
corporate financing activities. Traditional financial 
statements may not provide the most meaningful 
information to financial statement users who wish to 
understand and appraise readily the rights and 
potential claims upon future cash flows of holders of 
the various classes of securities that are issued by 
registrants, including redeemable preferred stocks 
and preferred stocks which are not redeemable or are 
redeemable solely at the option of the issuer 
(hereinafter referred to as “non-redeemable preferred 
stock”). 


Although the use of redeemable preferred stock as a 
corporate financing vehicle is not new, there appears 
to have been a significant increase in financing 
activity involving this type of security in recent years. 
In addition, there appears currently to be a substantial 
increase in merger activity involving the use of 
redeemable preferred stock. 


Although the Commission expects that these 
financial matters will ultimately be addressed by the 
Financial Accounting Standards Board (“FASB”) in 
connection with its conceptual framework project, it 
believes that there is an immediate need for certain 
interim refinements concerning presentation in 
financial statements of amounts applicable to 
preferred and common stocks. The proposed 
amendments being published for comment deal with 
the presentation of redeemable and non-redeemable 
preferred stocks and common stocks in financial 
statements as an interim measure and are designed to 
provide sufficient disclosure concerning these 


securities consistent with the Commission’s responsi- 
bilities. 


In particular, the proposed amendments to Regulation 
S-X [17 CFR Part 210] would require that amounts 
attributable to redeemable preferred stocks, non- 
redeemable preferred stocks and common stocks be 
reported separately. The Commission is not 
attempting in this release to conceptualize the 
differences between redeemable and non-redeemable 
preferred stocks and common stocks. These 
distinctions are ones which the Commission expects 
the FASB to address. The proposed rules would 
revise the present reporting practice of presenting a 
total stockholders’ equity amount, consisting of 
amounts attributable to various separate classes of 
capital stock, through the substitution of an approach 
designed to focus the attention of the financial 
statement user on each of the major classes of capital 
stock, thus allowing users to evaluate a company’s 
capital structure in a more meaningful way. The 
proposal for a revised balance sheet presentation is 
intended to emphasize common stockholders’ equity 
and the extent to which a company uses redeemable 
and non-redeemable preferred stocks to finance its 
operations. 


The proposed rules are intended to highlight the 
future cash obligations attached to redeemable 
preferred stock through appropriate balance sheet 
presentation and relevant disclosures. They do not 
attempt to deal with the conceptual question of 
whether such a security is a liability. Further, the 
proposed rules do not attempt to deal with the income 
statement treatment of payments to holders of such a 
security or with any related income statement 
matters, including accounting for its extinguishment. 
The Commission is cognizant of these conceptual 
problems in determining the appropriate accounting 
for and reporting of redeemable preferred stock and 
believes that these matters can best be addressed by 
the FASB. For the present, the proposed amendments 
would require that amounts applicable to redeemable 
preferred stock be presented in financial statements 
as a separate item—and not be combined with 
amounts representing permanent equity investments. 
The Commission believes that this would highlight 
that the required redemption of a redeemable 
preferred stock will necessitate future cash payments 
and, accordingly, that amounts attributable to such 
stock are not part of the permanent capital of a 
company. 


The Commission in its “Report to Congress on the 
Accounting Profession and the Commission’s 
Oversight Role”! stated its belief that the initiative for 





1 Securities and Exchange Commission Report to 
Continued on following page 
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establishing and improving accounting standards 
belongs in the private sector, subject to Commission 
oversight. Further, the Commission in that Report 
supported the efforts of the FASB to establish a 
conceptual framework for financial accounting and 
reporting. The Commission reaffirms its support for 
the FASB’s conceptual framework project. This 
project should help to improve the financial 
accounting and reporting system in general and, in 
particular, by defining the elements of financial 
statements, it should help to address issues such as 
the most appropriate balance sheet classification of 
redeemable preferred stocks. 


Definitions. The following definitions apply to the 
terms listed below as they are used in this release 
(these definitions are incorporated in the proposed 
amendments to Regulation S-X [17 CFR Part 210] and 
the Commission specifically requests comments on 
the proposed definitions): 


Preferred Stocks Subject to Mandatory Redemption 
Requirements or Whose Redemption is Outside the 
Control of the Issuer (or “Redeemable Preferred 
Stock” as referred to in the textual portion of this 
release). The term “preferred stocks subject to 
mandatory redemption requirements or whose 
redemption is outside the control of the issuer” 
means any preferred stock or similar security which (i) 
the issuer undertakes to redeem at a fixed or 
determinable price on a fixed or determinable date or 
dates, whether by operation or a sinking fund or other- 
wise; (ii) is redeemable at the option of the holder; or 
(iii) has conditions for redemption which are not solely 
within the control of the issuer, such as stocks which 
must be redeemed out of future earnings. Preferred 
stock which is redeemable solely at the option of the 
issuer is not to be included in “preferred stocks subject 
to mandatory redemption requirements or whose 
redemption is outside the control of the issuer” unless it 
meets one or more of the above criteria. 





Continued from preceding page 


Congress on the Accounting Profession and the 
Commission’s Oversight Role, prepared for the 
Subcommittee on Governmental Efficiency and the 
District of Columbia of the Committee on 
Governmental Affairs of the United States Senate, 
July 1978. 


2 Under the proposed definition, preferred stocks 
which meet one or more of the above criteria would be 
Classified as “preferred stocks subject to mandatory 
redemption requirements or whose redemption is 
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Preferred Stocks Which Are Not Redeemable or Are 
Redeemable Solely at the Option of the Issuer (or 
“non-redeemable preferred stock” as referred to in the | 
textual portion of this release). The term “preferred 
stocks which are not redeemable or are redeemable 
solely at the option of the issuer” means any preferred 
stock or similar security which does not meet the 
criteria for classification as a “preferred stock subject 
to mandatory redemption requirements or whose 
redemption is outside the control of the issuer.” 


BACKGROUND 
General 


Preferred stock is generally referred to in current 
financial literature as a class of capital stock that has 
certain preferences or privileges over those of 
common stock. Preferred stock has been in use for 
approximately 150 years and, since its early days, has 
become a major source of financing for corporations, 
with varying periods of popularity. Preferred stock has 
developed into a security with a wide range of 
attributes. Preferred stock may be accorded 
preference in dividends, in liquidation, or in other 
matters. Preferred stock may also be convertible into 
common stock and be redeemable, and in certain 
cases, may entitle the holder to participate in 
dividends and voting rights with common stock- 
holders. 


Common stock is generally referred to as the residual 
ownership in a corporation whose right to share in the 
distribution of earnings ranks behind all prior claims 
of creditors and preferred shareholders. 


Redeemable Preferred Stock 


The use of redeemable preferred stock as a corporate 
financing vehicle is not new. However, there appears 
to have been a significant increase in financing 
aetivity involving this type of security in recent years. 
For some companies, amounts applicable to 
redeemable preferred stock represent a substantial 
portion of their total capitalization. Redeemable 
preferred stocks are being issued by a wide variety of 
companies in merger transactions, exchange offers of 
redeemable preferred stock for debentures, and in sales 
to the public or in private placements. Some redeemable 
preferred stocks have relatively short redemption 
periods and some issues have terms which call for 
redemption prior to maturity of major portions of a 





outside the control of the issuer” regardless of their 
other attributes such as voting rights, dividend rights 
or conversion features. 





company’s long-term debt. Many companies issuing 
redeemable preferred stock are highly leveraged. 


Generally accepted accounting principles currently do 
not distinguish between redeemable preferred stock 
and any other class of capital stock for balance sheet 
reporting purposes. Many companies have reported 
each class of capital stock at its par or stated value 
with amounts paid in excess of par or stated value 
carried in a separate caption without distinguishing 
between amounts contributed by any particular class 
of stock. 


In many cases the amount at which redeemable 
preferred stock is required to be redeemed is 
substantially greater than its par or stated value, and, 
in some cases, is greater than the total amount paid 
in by investors for the stock (i.e., a redemption 
premium). The redemption features of redeemable 
preferred stock have been disclosed in a variety of 
ways, uSually in the footnotes to financial statements. 


The disclosure requirements applicable to redeemable 
preferred stock under generally accepted accounting 
principles are set forth in Accounting Principies Board 
Opinion No. 10, “Omnibus Opinion,” (December 1966) 
(paragraph 11) which states that financial statements 
should disclose, either on the face of the balance 
sheet, or in notes pertaining thereto, the aggregate or 
per share amounts at which preferred shares may be 


called or are subject to redemption through sinking 
fund operations or otherwise, and Accounting 
Principles Board Opinion No. 15, “Earnings per Share” 


(May 1969) (paragraph 19) which indicates that 
“Financial statements should include a description .. . 
to explain the pertinent rights and privileges of the 
various securities outstanding. Examples of informa- 
tion which should be disclosed are dividend and 
liquidation preferences, participating rights, call 
prices and dates, conversion or exercise prices of 
rates and pertinent dates, sinking fund requirements, 
unusual voting rights, etc.” (emphasis added) 


The FASB in recent statements of financial 
accounting standards has alluded to a distinction 
between redeemable preferred stocks and non- 
redeemable preferred stocks. Statement of Financial 
Accounting Standards No. 12, “Accounting for Certain 
Marketable Securities,” (December 1975) specifically 
excludes “preferred stock that by its terms either must 
be redeemed by the issuing enterprise or is 
redeemable at the option of the investor” from the 
definition of ‘‘equity security’ (paragraph 7a). 
Statement of Financial Accounting Standards No. 8, 
“Accounting for the Translation of Foreign Currency 
Transactions and Foreign Currency Financial State- 
ments,” (October 1975) aiso alludes to a distinction 
between redeemable preferred stocks and non- 
redeemable preferred stocks when discussing the 


rates used to translate certain balance sheet accounts 
in foreign currency financial statements incorporated 
in the financial statements of a reporting enterprise by 
consolidation, combination, or the equity method of 
accounting. Paragraph 44 states:“preferred stock that 
is essentially a permanent stockholder investment 
shall be translated in the same manner as common 
stock, that is, at historical rates. However, if preferred 
stock. . .is carried. . .at its liquidation or redemption 
price, and liquidation or redemption is either required 
or imminent, that preferred stock shall be translated 
at the current rate.” 


Accounting Principles Board Opinion No. 16, 
“Accounting for Business Combinations,” (August 
1970) also alludes to the difference between 
redeemable and non-redeemable preferred stock when 
discussing how to determine the cost of an acquired 
company. Paragraph 73 states: ‘‘The distinctive 
attributes of preferred stocks made some issues 
similar to a debt security while others possess 
common stock characteristics, with many gradations 
between the extremes. Determining cost of an 
acquired company may be affected by those 
characteristics. For example, the fair value of a 
nonvoting, nonconvertible preferred stock which lacks 
characteristics of common stock may be determined 
by comparing the specified dividend and redemption 
terms with comparable securities and by assessing 
market factors. Thus, although the principle of 
recording the fair value of consideration received for 
stock issued applies to all equity securities, senior as 
well as common stock, the cost of a company 
acquired by issuing senior equity securities may be 
determined in practice on the same basis as for debt 
securities.” 


The above references to redeemable preferred stock 
demonstrates that such stock is considered to be 
substantively different from other classes of capital 
stock. Redeemable preferred stock is, from an 
economic viewpoint, substantially different than 
capital stock that is not redeemable. A corporation 
that issues a redeemable preferred stock enters into a 
commitment to use future corporate resources to 
redeem the issue. While a non-redeemable preferred 
stock may also be retired, the decision to retire it is 
solely within the control of the issuer. 


Present reporting of redeemable preferred stock may 
not appropriately reflect the effect of such a security 
on prospective cash flows. Unlike a holder of common 
stock or non-redeemable preferred stock, the holder of 
redeemable preferred stock has a ciaim against 
prospective cash flows. To the extent that a 
corporation is required to use cash resources to 
redeem an issue of redeemable preferred stock, such 
resources will not be available for other discretionary 
purposes such as capital improvements or increasing 
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cash dividends on common stock which would be 
favorable to common stockholders. The Commission 
believes that financial statements will present more 
useful and meaningful information if they clearly 
reflect the unique status of redeemable preferred 
stock apart from equity securities representing 
permanent capital investments. 


SPECIFIC PROPOSALS 
A. Amendment of Rules 


The Commission proposes to amend the financial 
statement requirements in Regulation S-X [17 CFR 
Part 210] to require that amounts applicable to 
redeemable preferred stock, non-redeemable preferred 
stock, and common stock be presented separately in 
balance sheets filed with the Commission. These 
three amounts would not be presented under a 
stockholders’ equity caption and would not be totaled. 
These revisions would be accomplished by amending 
the following rules pertaining to the balance sheet: 


-Article 5, “Commercial and Industrial 
Companies,” Rule 5-02 [17 CFR 210.5-02.38, 
.39, .40 and .41] 


-Article 7, “Insurance Companies Other 
Than Life Insurance Companies,” Rule 7-03 
[17 CFR 210.7-03.19, .20, .21 and .22] 


-Article 7a, “Life Insurance Companies,” 
Rule 7a-03 [17 CFR 210.7a-03.21, .22, .23 
and .24] 


-Article 9, “Bank Holding Companies and 
Banks,” Rule 9-02 (as amended by Release 
No. 33-5973) [17 CFR 210.9-02.19, .20, .21 
and .22] 


Also, Rules 5-04, 7-06, 7a-06 and 9-05 [CFR 210.5-04, 
.7-06, .7a-06 and .9-05] “What Schedules are to Be 
Filed” would be amended to the extent that they 
related to the schedule called for by Rule 12-14 of 
Regulation S-X, “Capital Shares” [17 CFR 210.12-14]. 
The effect of these amendments would be to refer to 
the revised captions in the balance sheet. 


The current rules in Regulation S-X include disclosure 
requirements for ‘‘capital shares’ and ‘other 
stockholders’ equity” and, except for Article 9 [17 CFR 
210.9-02.21], do not call for the presentation of an 
amount for total stockholders’ equity. Under the 
revised rules each of the three classes of securities 
would be presented in the balance sheet as separate 
amounts with no combined total for these three 
Classes and not under the general heading of 
stockholders’ equity. 
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Redeemable Preferred Stock-Registrants would be 
required to include in a referenced footnote a general 
description of each issue of redeemable preferred 
stock, including its redemption terms and other 
significant features. Disclosure would be required as 
to the combined aggregate amounts of expected 
redemption requirements for all issues each year for 
the five years following the date of the latest balance 
sheet, with separate identification of those covered by 
sinking funds, straight redemption, redeemable out of 
future earnings and those that are redeemable at the 
option of the holder. This disclosure requirement 
would be similar to that called for in Rule 5-02.29(a)(6) 
[17 CFR 210.5-02.29(a)(6)] of Regulation S-X relating 
to long-term debt. 


Non-Redeemable Preferred Stock-The disclosure 
requirements would be generally unchanged from 
present practice. The Commission is aware that the 
distinctive attributes of some preferred stock issues 
make those issues similar to common stock, and 
further, there may be some common stock issues 
(e.g. two-class common) which have some 
characteristics of preferred stock. The Commission 
would expect registrants to use judgment in 
determining the appropriate classification of these 
types of stock and to disclose the reasons for their 
determinations. 


Common Stock-The presentation and disclosure 
requirements would be generally unchanged from 
present practice. 


* 


In addition to the above balance sheet revisions, 
certain other accounting rules in Regulation S-X 
would be amended as follows: 


-Article 11, “Content of Statements of 
Other Stockholders’ Equity,” [17 CFR 
210.11-01] would be revised to provide that 
these statements apply only to changes in 
common stockholders’ equity. Changes in 
amounts applicable to redeemable and 
non-redeemable preferred stock would be 
disclosed in the financial statements, 
footnotes, or in a separate statement. 


-Article 3, “Rules of General Application”- 
Rule 3-16(f) “General Notes to Financial 
Statements—Preferred Shares” [17 CFR 
210.3-16(f)] would apply to all preferred 
shares, whether redeemable or not. 
Additional disclosure requirements for 
redeemable preferred stock are proposed 
under §210.5-02.38. 





B. Effective Date 


The Commission proposes that these amendments be 
effective for financial statements included in filings 
with the Commission for fiscal periods ending on or 
after June 29, 1979. Financial statements for fiscal 
periods ending prior to June 29, 1979 which are 
included for comparative purposes would be 
reclassified to conform to the current period’s 
presentation. 


The Commission believes that registrants should have 
available sufficient data with which to make the 
proposed reclassification. However, the Commission 
specifically requests comments on any implementa- 
tion problems which should be considered. 


Further, the Commission strongly encourages early 
use of the proposed rules by companies with material 
amounts of redeemable preferred stock. 


C. Other Matters 


The Commission does not believe the proposed rules 
should cause problems with existing loan indentures 
or other agreements. The Commission believes that 
creditors should already be aware of and have taken 
into consideration the components of a company’s 
capital structure. The Commission specifically invites 
comments in this regard. 


As previously noted, these proposals do not attempt 
to deai with the question of whether redeemable 
preferred stock should be presented as a liability or as 
part of equity capital. Thus, the Commission does not 
propose to publish for comment amendments to 
require that where certain ratios or other data 
involving amounts attributable to stockholders’ equity 
are required (such as Item VI of Guides 3 and 61 of the 
Guides for Preparation and Filing of Reports and 
Registration Statements under the Securities Act of 
1933 and the Securities Exchange Act of 1934, 
“Statistical Disclosure by Bank Holding Companies- 
Return on Equity and Assets”), or are optionally 
presented in filings with the Commission, they be 
calculated using only amounts applicable to capital 
stock other than redeemable preferred stocks. 
However, where such ratios or other data are 
presented, the Commission believes that the basis of 
calculation should be clearly disclosed and if material 
amounts of redeemable preferred stock are combined 
with amounts applicable to non-redeemable preferred 
stocks and common stocks for the purposes of 
computing a ratio there should also be presented 
similar ratios excluding amounts applicable to 
redeemable preferred stock. This would also apply to 
any financial information such as tables, charts, 
graphic illustrations and ratios presented in annual 
reports to shareholders if such reports are to meet the 


requirements of Rule 14a-3 [17 CFR 240.14a-3] of the 
General Rules and Regulations under the Securities 
Exchange Act of 1934. 


In addition, the Commission does not presently 
propose to amend its rules, regulations and releases 
to the extent that they provide for various materiality 
tests for disclosure purposes (such as Article 9, 
“Banks and Bank Holding Companies” [17 CFR 
210.9-02.5(e) and 210.9-02.9]) using a percentage of 
total stockholders’ equity. In making these tests, 
registrants may use amounts applicable to all classes 
of capital stock. 


TEXT OF PROPOSED AMENDMENTS 


The Commission hereby proposes to amend 17 CFR 
Part 210 (Regulation S-X) as follows: 


1. RULES OF GENERAL APPLICATION 


§210.3-16 General notes to financial statements. (See 
Release No. AS-4.) 


* * 


(f) Preferred shares. (1) The dividend rate and 
whether participating, cumulative or noncumulative 
shall be stated. If callable, the date or dates and the 
amount per share at which such shares are callable 
shall be stated. lf convertible, the terms of conversion 
shall be stated briefly. If voting, a general description 
of the voting rights shall be stated. 


* * * 


2. COMMERCIAL AND INDUSTRIAL COMPANIES 


§210.5-02 Balance sheets. 


* * 


General heading of LIABILITIES, RESERVES AND 
STOCKHOLDERS’ EQUITY revised to read LIABILI- 
TIES, PREFERRED STOCKS, AND COMMON 
STOCKHOLDERS’ EQUITY. 


* * a 


General heading of STOCKHOLDERS’ EQUITY (see 
§210.3-01(a)) deleted. 


38. Preferred stocks subject to mandatory re- 
demption requirements or whose redemption is 
outside the control of the issuer. (a) Include under 
this caption amounts applicable to any class of 
preferred stock or similar security which has any of 
the following characteristics: (1) it is redeemable at a 
fixed or determinable price on a fixed or determinable 
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date or dates, whether by operation of a sinking fund 
or otherwise; (2) it is redeemable at the option of the 
holder; or (3) it has conditions for redemption which 
are not solely within the control of the issuer, such as 
stocks which must be redeemed out of future 
earnings. Amounts attributable to preferred stock 
which is not redeemable or is redeemable solely at the 
option of the issuer shall be included under 
§210.5-02.39 unless it meets one or more of the above 
criteria. 


(b) State for each issue the title of the issue, the 
number of shares authorized, the number of shares 
issued or outstanding, as appropriate [see §210.3-14 
and §210.3-15], the dollar amount thereof and the total 
redemption amount. If the carrying value is different 
than the redemption amount, describe the accounting 
treatment for such difference in a note referred to 
herein. 


(c) State in a note referred to herein, for each issue 
(1) a general description of each issue, including its 
sinking fund or other redemption features and the 
rights, if any, of holders in the event of default, 
including the effect, if any, on junior securities in the 
event a required dividend, sinking fund, or other 
redemption payment(s) is not made; (2) the combined 
aggregate amount of redemption requirements for all 
issues each year for the five years following the date 
of the latest balance sheet, with separate 
identification of those covered by sinking funds, 
straight redemption, redeemable out of future 
earnings and those that are redeemable at the option 
of the holder; and (3) the changes in each issue for 
each period for which an income statement is required 
to be filed. [See also §210.3-16(f).] 


39. Preferred stocks which are not redeemable or are 
redeemable solely at the option of the issuer. State for 
each class of shares the title of the issue, the number 
of shares authorized, the number issued or 
outstanding, as appropriate [see §210.3-14 and 
§210.3-15], and the dollar amount thereof. Show in a 
note or statement referred to herein the changes in 
each class of preferred shares for each period for 
which an income statement is required to be filed. 
[See also §210.3-16(f).] 


40. Common stockholders’ equity. (a) Separate 
captions shall be shown for (1) common shares, (2) 
additional paid-in capital, (3) other additional capital 
and (4) retained earnings (i) appropriated and (ii) 
unappropriated. [See §210.3-16(h).] 


(b) For each class of common: shares state the title 
of the issue, the number of shares authorized, the 
number of shares issued or outstanding, as 
appropriate [see §210.3-14 and §210.3-15], and the 
dollar amount thereof, and, if convertible, the basis of 
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conversion [see also §210.3-16(f)(3)]. Show also the 
dollar amount, if any, of common shares subscribed 
but unissued, and show the deduction of 
subscriptions receivable therefrom. Show in a note or 
statement referred to herein the changes in each class 
of common shares for each period for which an 
income statement is required to be filed. 


(c) (Same as present §210.5-02.39(b)). 
(d) (Same as present §210.5-02.39(c)). 
(e) A summary of each account of common 
stockholders’ equity [(a)(2) to (a)(4) above] setting 
forth the information prescribed in §210.11-02 shall be 
given in a note or statement referred to herein, for 


each period for which an income statement is required 
to be filed. 


41. Total liabilities, preferred stocks, and common 
stockholders’ equity. 


* * 


§210.5-04 What schedules are to be filed. 


* * * * 


Schedule XIill. Capital Shares. The schedule 
prescribed by §210.12-14 shall be filed in support of 
captions 38, 39 and 40 of the balance sheet. 


3. INSURANCE COMPANIES OTHER THAN LIFE 
INSURANCE COMPANIES 


§210.7-03 Balance sheets. 


e * * 


General 
deleted. 


heading of STOCKHOLDERS’ EQUITY 


19. Preferred stocks subject to mandatory redemp- 
tion requirements or whose redemption is outside the 
control of the issuer. The classification and disclosure 
required by §210.5-02.38 shall be given. 


20. Preferred stocks which are not redeemable or are 
redeemable solely at the option of the issuer. The 
Classification and disclosure required by §210.5-02.39 
shall be given. 


21. Common stockholders’ equity. (a) Separate 
captions shall be shown for: 


(1) Common shares. 





(2) Additional paid-in capital. 
(3) Other additional capital. 


(4) Unrealized appreciation or deprecia- 
tion of investments, less applicable 
deferred income taxes. 


(5) Retained earnings. 
(i) Appropriated. 
(ii) Unappropriated. 


(b) For each class of common shares state the title 
of the issue, the number of shares authorized, the 
number of shares issued or outstanding, as 
appropriate [see §210.3-14 and §210.3-15], and the 
dollar amount thereof, and, if convertible, the basis of 
conversion [see also §210.3-16(f)(3)]. Show also the 
dollar amount, if any, of common shares subscribed 
but unissued, and show the deduction of 
subscriptions receivable therefrom. Show in a note or 
statement referred to herein the changes in each class 
of common shares for each period for which an 
income statement is required to be filed. 


(c) (Same as present §210.7-03.20(b)). 


(d) Inectude in subcaption (a)(5)(i) above or in a note 
the purpose for which retained earnings have been 
appropriated. 


(e) (Same as present §210.7-03.20(d)). 
(f) (Same as present §210.7-03.20(e)). 


(g) A summary of each account of common 
stockholders’ equity [(a)(2) to (a)(5) above] setting 
forth the information prescribed in §210.11-02 shall be 
given in a note or statement referred to herein, for 
each period for which an income statement is required 
to be filed. 


22. Total liabilities, other credits, preferred stocks, 
and common stockholders’ equity. 


§210.7-06. What schedules are to be filed. 


* * * * 


Schedule Vilt. Capital Shares. The schedule 
prescribed by §210.12-14 shall be filed in support of 
captions 19, 20 and 21 of the balance sheet. 


* * * 


4. LIFE INSURANCE COMPANIES. 
§210.7a-03 Balance sheets. 


= J * * 


General heading of STOCKHOLDERS’ EQUITY 
deleted. 


21. Preferred stocks subject to mandatory redemp- 
tion requirements or whose redemption is outside the 
control of the issuer. The classification and disclosure 
required by §210.5-02.38 shall be given. 


22. Preferred stocks which are not redeemable or are 
redeemable solely at the option of the issuer. The 


classification and disclosure required by §210.5-02.9 
shall be given. 


23. Common stockholders’ equity. (a) Separate 
captions shall be shown for: 


(1) Common shares. 
(2) Additional paid-in capital. 
(3) Other additional capital. 


(4) Unrealized appreciation or deprecia- 
tion of investments. 


(5) Retained earnings. 
(i) Appropriated. 
(ii) Unappropriated. 


(b) For each class of common shares state the title 
of the issue, the number of shares authorized, the 
number of shares issued or outstanding, as 
appropriate [see §210.3-14 and §210.3-15], and the 
dollar amount thereof, and, if convertible, the basis of 
conversion [see also §210.3-16(f)(3)]. Show also the 
dollar amount, if any, of common shares subscribed 
but unissued, and show the deduction of 
subscriptions receivable therefrom. Show in a note or 
statement referred to herein the changes in each class 
of common shares for each period for which an income 
statement is required to be filed. 


(c) (Same as present §210.7a-3.22(b)). 

(d) Include in subcaption (a)(5)(i) above or in a note 
the purpose for which retained earnings have been 
appropriated. 

(e) (Same as present §210.7a-3.22(d)). 

(f) (Same as present §210.7a-3.22(e)). 
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(g) (Same as present §210.7a-3.22(f)). 


(h) A summary of each account of common 
stockholders’ equity [(a)(2) to (a)(5) above] setting 
forth the information prescribed by §210.11-02 shall 
be given in a note or statement referred to herein for 
each period for which an income statement is required 
to be filed. 


24. Total future policy benefits, liabilities, other 
credits, preferred stocks, and common stockholders’ 
equity. 


§210.7a-06. What schedules are to be filed. 


* * * * 


Schedule IX. Capital Shares. The schedule prescribed 
by §210.12-14 shall be filed in support of captions 21, 
22 and 23 of the balance sheet. 


* * * 


5. BANK HOLDING COMPANIES AND BANKS. 


§210.9-02 Balance sheets. 


* * 


General heading of LIABILITIES AND STOCK- 
HOLDERS’ EQUITY revised to read LIABILITIES, 
PREFERRED STOCKS, AND COMMON STOCK- 
HOLDERS’ EQUITY. 


*. 7 


General heading of STOCKHOLDERS’ EQUITY 
deleted. 


19. Preferred stocks subject to mandatory re- 
demption requirements or whose redemption is 
outside the control of the issuer. The classification 
and disclosure required by §210.5-02.38 shall be 
given. 


20. Preferred stocks which are not redeemable or are 
redeemable solely at the option of the issuer. The 
classification and disclosure required by §210.5-02.39 
shall be given. 


21. Common stockholder’s equity. The classification 
and disclosure required by §210.5-02.40 shall be 
given. 


22. Total liabilities, preferred stocks, and common 
stockholder’s equity. 


* * 
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§210.9-05. What schedules are to be filed. 


* * 1 * ® 


Schedule V. Capital Shares. The schedule prescribed 
by §210.12-14 shall be filed in support of captions 19, 
20 and 21 of the balance sheet. 


* * * 


6. CONTENT OF STATEMENTS OF OTHER STOCK- 
HOLDERS’ EQUITY 


§210.11-01. Application of Article 11. 


This article prescribes the content of the statements 
of other stockholders’ equity specified in §210.5-02.40, 
§210.6-22.26, §210.7-03.21, §210.7a-03.23 and §210.9- 
02.21. 


STATUTORY AUTHORITY FOR PROPOSED AMEND- 
MENTS 


These amendments are proposed to be adopted 
pursuant to authority in sections 6, 7, 8, 10 and 19(a) 
[15 U.S.C. 77f, 77g, 77h, 77j; 77s] of the Securities Act 
of 1933; sections 12, 13, 15(d), and 23(a) [15 U.S.C. 
781, 78m, 780(d), 78w] of the Securities Exchange Act 


of 1934; sections 5(b), 14 and 20(a) [15 U.S.C. 79e, 
79n, 79t] of the Public Utility Holding Company Act of 
1935; and sections 8, 30, 31(c) and 38(a) [15 U.S.C. 
80a-8, 80a-29, 80a-30(c), 80a-37(a)] of the Investment 
Company Act of 1940. 


Pursuant to section 23(a)(2) of the Securities 
Exchange Act, the Commission has considered the 
impact of these proposals on competition and is not 
aware, at this time, of any burden that such rule 
amendments, if adopted, would impose on 
competition. However, the Commission specifically 
invites comments as to the competitive impact of 
these proposals, if adopted. 


In addition, the Commission is mindful of the cost to 
registrants and others of its proposals and recognizes 
its responsibilities to weigh with care the costs and 
benefits which result from its rules. Accordingly, the 
Commission specifically invites comments on the 
costs to registrants and others of the adoption of the 
proposals published herein. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








SECURITIES ACT OF 1933 
Release No. 6001/November 29, 1978 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15371/November 29, 1978 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20798/November 29, 1978 


Disclosure of the Impact of the Wage and Price 
Standards for 1979 on the Operation of Issuers 
Subject to the Registration and Reporting Provisions 
of the Federal Securities Laws 


AGENCY: Securities and Exchange Commission. 


ACTION: Interpretation. 

SUMMARY: The Securities and Exchange Commis- 
sion today issued a release notifying issuers subject 
to the registration and reporting provisions of the 
Federal securities laws of their obligations to disclose 
any material impact of the Wage and Price Standards 
for 1979 on their operations. 


DATE: November 29, 1978. 


FOR FURTHER INFORMATION CONTACT: William 
H. Carter (202/376-8090), Office of Disclosure Policy 


and Proceedings, Division of Corporation Finance, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: On October 24, 
1978 President Carter presented his anti-inflation 
program which included standards for noninflationary 
_wage and price behavior, i.e., the Wage and Price 
Standards for 1979. These standards will be 
implemented by: (1) instituting an explicit numerical 
standard for wage and fringe-benefit increases; (2) 
specifying a price declaration standard for individual 
firms in a manner that is consistent with the limitation 
of wage increases; (3) expanding the government’s 
efforts to monitor inflation trends and to identify 
sectors of the economy where the standards are being 
exceeded; and (4) announcing certain measures to 
encourage compliance with the standards. 


The wage standard states basically that annual 
increases in wages and private fringe benefit 
payments should not exceed seven percent. The price 
standard requires, with certain exceptions, that 
individual firms limit their cumulative price increases 
over the next year to one half of a percentage point 
below the firm’s average annual rate of price increase 
during 1976-1977. Among the specific government 
measures to be used to encourage compliance with the 
standards, which are voluntary, will be the channeling 
of government purchases to those firms whose price 


and wage decisions meet the standards and the 
possible relaxation of protective trade barriers in 
industries in which wage or price increases exceed the 
standards. 


In view of the actual or potential impact that the Wage 
and Price Standards for 1979 may have on the 
operations of issuers subject to the registration and 
reporting provisions of the Federal securities laws, 
the Securities and Exchange Commission today 
reiterated the importance of publicly held companies 
making prompt and accurate disclosure of material 
information, both favorable and unfavorable, to 
security holders and the investing public. The 
Commission emphasizes that, under the securities 
laws, the responsibility for making full and fair 
disclosure in filings with the Commission rests with 
the issuers required to make those filings. 
Accordingly, issuers should carefully consider 
whether disclosure of the impact on their operations 
of the wage and price standards is required now and 
upon the occasion of further developments in this 
situation. Consideration should be given to such 
matters, inter alia, as possible loss of government 
sales if the issuer does not comply with the standards 
or a possible decrease in income or revenue if 
compliance with the standards would prevent 
increased costs from being “passed on” through 
equivalent price increases. 


In addition, notwithstanding the fact that an issuer 
complies with the registration and reporting 
requirements under the securities laws, it should 
make full and prompt announcements of material 
facts concerning its operations. The responsibility for 
making such an announcement rests, and properly so, 
with the management of the issuer. They are 
intimately aware of the factors affecting the operation 
of the business. Moreover, not only must material 
facts affecting an issuer’s operations be reported; 
they must be reported promptly. As indicated in 
Securities Act of 1933 Release No. 5092 (Timely 
Disclosure of Material Corporate Development; October 
5, 1970; 35 FR 16733) the policy of prompt corporate dis- 
closure of material business events is embodies in the 
rules and directives of the major exchanges and the 
National Association of Securities Dealers, Inc. 


Accordingly, 17 CFR Parts 231, 241, and 251 are 
amended by adding “Commission’s statement 
regarding disclosure of impact of Wage and Price 
Standards for 1979 on the operations of issuers.” 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15249/November 29, 1978 


Delegation of Authority to the Director of the Division 
of Market Regulation; Correction 


AGENCY: Securities and Exchange Commission. 
ACTION: Correction. 


SUMMARY: This document corrects FR Doc. 
78-30564 appearing at page 50422 in the FEDERAL 
REGISTER of October 30, 1978. The paragraph added to 
17 CFR 200.30-3 should have been numbered (a)(27). 


DATE: November 29, 1978. 


FOR FURTHER INFORMATION CONTACT: Stephen 
L. Parker, Division of Market Regulation, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549, (202) 755-8949. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15351/November 24, 1978 


Orders have been issued granting the applications 
submitted by the Pacific Stock Exchange, Inc. to 
strike the specified securities of the following 
companies from listing and registration: PACIFIC 
NORTHWEST BELL TELEPHONE CO. (Common 
Stock, $11 Par Value and 40 Yr. 8-5/8% Debentures 
due 10-1-2010); THE PLESSEY COMPANY, LTD. 
(American Depository Receipts, 50 Pence Par Value) 
and SIBONEY CORPORATION (Common Stock, $.10 
Par Value). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15352/November 24, 1978 


An order has been issued granting the application 
requesting withdrawal of the 5-3/4% Convertible 
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Subordinated Debentures (due 1983) of American 
Safety Equipment Corporation from listing and 
registration on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15353/November 24, 1978 


NOTICE OF FILING OF AMENDED PROPOSED RULE 
CHANGE BY MIDWEST STOCK EXCHANGE, 
INCORPORATED 


File No. SR-MSE-78-17 


The Midwest Stock Exchange, Incorporated submitted 
on November 17, 1978, an amended proposed rule 
change under Rule 19b-4 to conform its previously 
proposed rule to provide simplified procedures for the 
resolution of customer disputes involving small 
claims (Securities Exchange Act Release No. 15201 
(September 29, 1978)) with the Securities Industry 
Conference on Arbitration proposal for a uniform 
system of resolution for customer disputes involving 
small claims. 


Publication of the submission is expected to be made 
in the Federal Register during the week of November 
27, 1978. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-MSE-78-17. 


Copies of the submission and all subsequent 
amendments, and copies of all written statements 
with respect to the proposed rule change which are 
filed with the Commission and all written 
communications relating to the proposed rule change 
between the Commission and any person, other than 
those which may be withheld from the public in 
accordance with the provisions of 5 U.S.C. §552, will 
be available for inspection and copying at the 
Commission's Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be available at 
the principle office of the above-mentioned 
self-regulatory organization. 





For the Commission, by the Division of Market 


Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15354/November 27, 1978 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY STOCK CLEARING CORPORATION OF 
PHILADELPHIA 


(File No. SR-SCCP-78-6) 


Stock Clearing Corporation of Philadelphia submitted 
on November 6, 1978, a proposed rule change 
amending its fee schedule. The rule change provides a 
maximum trade recording fee to be charged 
specialists under certain specific conditions. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to 
the Commission that such action is necessary or 
appropriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes 
of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of November 
27, 1978. Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within twenty-one days from the date of 
publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-SCCP-78-6. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15355/November 27, 1978 


SECURITIES CONFIRMATIONS 
AGENCY: Securities and Exchange Commission. 
ACTION: Extension of comment period. 


SUMMARY: The Commission is extending the time 
for comment on proposed rulemaking to require 
securities dealers to disclose on customer confirma- 
tions the mark-up or mark-down or similar 
remuneration received in a “riskless’’ principal 
transaction in debt securities. The comment period 
currently expires on December 1, 1978. 


DATES: Comments must be received on or before 
January 15, 1979. 


ADDRESSES: interested persons should submit 
three copies of their written views and comments to 
George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549 and 
should refer to File No. S7-654. All submissions will 
be made available for public inspection in the 
Commission’s Public Reference Section, Room 6101, 
1100 L Street, N.W., Washington, D.C. 


FOR FURTHER INFORMATION CONTACT: 


Jeffrey L. Steele, Esq. 

Office of the Chief Counsel 
Division of Market Regulation 
Securities and Exchange Commission 
Washington, D.C. 20549 
202/755-7587 


SUPPLEMENTARY INFORMATION: On October 6, 
1977, the Commission published Securities Exchange 
Act Release No. 15220! announcing proposed Rule 





143 FR 47538 (1978). 
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15c2-12 and proposed amendments to Securities 
Exchange Act Rule 10b-10 (17 CFR 240.10b-10). Rule 
10b-10 prescribes confirmation delivery and disclosure 
requirements applicable to brokers and dealers 
effecting transactions in securities for or with 
customers.2 The proposed amendment to Rule 10b-10 
would require brokers and dealers trading with 
customers as principal to disclose the amount of any 
mark-up or mark-down or similar remuneration 
received in a “riskless” principal transaction in debt 
securities other than municipal securities. Proposed 
Rule 15c2-12 would establish an analogous 
confirmation disclosure requirement for transactions 
in municipal securities. 


The Commission has received a number of requests to 
extend the comment period. In view of the complexity 
and possible impacts of the rulemaking proposal, the 
Commission has determined to extend the comment 
period until January 15, 1979. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15356/November 27, 1978 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY MIDWEST STOCK 
EXCHANGE, INCORPORATED 


File No. SR-MSE-78-28 


The Midwest Stock Exchange, Incorporated (“MSE”) 
submitted on November 13, 1978, a proposed rule 
change under Rule 19b-4 to remove, for non-members, 
the limitation from serving on the MSE Board of 
Governors for more than two terms. Further, the 
proposal prohibits non-members from seeking 
election or re-election as a governor upon reaching the 
age of 71. 


The foregoing rule change has become effective, 





2 The adoption of Rule 10b-10 was announced by the 
Commission in Securities Exchange Act Release No. 
13508 (May 5, 1977), 42 FR 25318 (1977). In Securities 
Exchange Act Release No. 15219 (October 6, 1978), 43 
FR 47495 (1978), the Commission announced the 
adoption of amendments to Rule 10b-10. 


280/SEC DOCKET 


pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days 
of the filing of such proposed rule change, the 
Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of November 
27, 1978. Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of 
publication in the Federal Register. Persons desiring 
to make written comments should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSE-78-28. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. § 552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the submission and all subsequent 
amendments will also be available for inspection and 
copying at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15357/November 27, 1978 


Administrative Proceeding File No. 3-5378 
In the Matter of 


VICTOR TOSTADO 





FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings! pursuant to the Securities 
Exchange Act of 1934 (“Exchange Act”), Respondent 
Victor Tostado (“Respondent”) has submitted an Offer 
of Settlement which the Commission has determined 
to accept. Solely for the purpose of these proceedings 
and without admitting or denying the allegation 
contained in the Order for Proceedings, Respondent 
consents to the findings of violations and the 
sanction contained in this Order. 


On the basis of the Order Instituting Proceedings and 
Respondent’s Offer of Settlement the Commission 
finds that Respondent wilfully violated Sections 17(a) 
of the Securities Act of 1933, 10(b) of the Exchange 
Act and Rule 10b-5 thereunder. 


In view of the foregoing matters it is in the public 
interest to impose the sanction specified by 
Respondent in his Offer of Settlement. 


Accordingly, IT IS ORDERED that Respondent is 
barred from association with any broker, dealer, 
investment company or investment adviser that is 
registered or required to be registered with the 
Commission, provided that after forty-two months he 
may apply to become reassociated in a non-super- 
visory capacity upon a showing to the Commission 
that he will be adequately supervised. 


This order shall be effective on the second Monday 
following the date of this Order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15358/November 28, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 6000/November 28, 1978 








1 In the Matter of Shearson Hayden Stone Inc., et al., 
instituted June 27, 1978. 


SECURITIES AND EXCHANGE ACT OF 1934 
Release No. 15359/November 28, 1978 


Administrative Proceeding File No. 3-5326 
In the Matter of 

GOLDMAN, SACHS & CO. 

(File No. 8-00129) 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In this Administrative Proceeding! ordered pursuant 
to the Securities Exchange Act of 1934 (“Exchange 
Act”), respondent Goldman Sachs & Co. (“GS”) has 
submitted an Offer of Settlement which the 
Commission has determined to accept. Solely for the 
purpose of this proceeding and without admitting or 
denying the allegations contained in the Order for 
Proceedings, GS has consented to the findings and 
sanctions set forth below. 


On the basis of the Order for Proceedings and the 
Offer of Settlement submitted by the Respondent GS, 
it is found that GS wilfully? violated Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder, wilfully? 
violated Section 17(a) of the Exchange Act and Rule 
17a-3 thereunder and that it failed to supervise its 
employee with a view to preventing violations of the 
federal securities laws. 


Accordingly, IT 1S ORDERED that Respondent 
Goldman Sachs & Co. be, and it hereby is, censured 
by the Commission and IT IS FURTHER ORDERED 
that Respondent Goldman Sachs & Co. mail to ali its 
current institutional customers for U.S. Government 
and U.S. Government agency securities a letter stating 
the nature of its conduct in this matter and its policies 
prohibiting adjusted trading. 





lIn the Matter of First National Bank of Chicago Bond 
Department, et al., instituted November 10, 1977. 


2The findings and sanctions imposed herein are not 
binding upon any other Respondent in this 
proceeding. 


3For the purposes of this Offer, the word “wilfully” as 
defined by the Second Circuit in Tager v. Securities 
and Exchange Commission, 344 F. 2d 5 (1965), shall 
mean that such actions as alleged in the Order were 
knowingly done by respondent but without knowledge 
of any violation of, or intent to violate, the Federal 
securities laws. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15360/November 28, 1978 


NOTICE OF FILING AND EFFECTIVENESS OF PRO- 
POSED RULE CHANGES OF THE MUNICIPAL SECU- 
RITIES RULEMAKING BOARD File No. SR-MSRB- 
78-15 


The Municipal Securities Rulemaking Board (the 
“MSRB”) submitted on November 17, 1978, proposed 
rule changes under Rule 19b-4 to (i) amend MSRB rule 
A-3 to provide that the term of office of future MSRB 
members commences on October 1 in the year of 
election and terminates on September 30 in the third 
year after their election, and (ii) amend MSRB rule A-5 
to provide that the term of office of MSRB officers 
expires on the September 30 following their election. 
The purpose of the proposed rule changes is to align 
the terms of office of MSRB members and officers 
with the MSRB’s fiscal year. 


The foregoing rule changes have become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days 
of the filing of such proposed rule changes, the Com- 
mission may summarily abrogate such rule changes if 
it appears to the Commission that such action is 
necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of 
the purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of November 
27, 1978. Interested persons are invited to submit 
written data, views, and arguments concerning the 
submission within 21 days from the date of 
publication in the Federal Register. Persons desiring 
to make written comments should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSRB-78-15. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule changes which are filed with the Com- 
mission, and of all written communications relating to 
the proposed rule changes between the Commission 
and any person, other than those which may be with- 
held from the public in accordance with the provisions 
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of 5 U.S.C. §552, will be available for inspection and 
copying at the Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing are also available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15361/November 28, 1978 


Administrative Proceeding File No. 3-5566 

In the Matter of 

AMERICAN FAMILY MUTUAL INSURANCE COMPANY 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until Dec. 22, 1978, 
to request a hearing on an application by American 
Family Mutual Insurance Company (‘Applicant’) 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, as amended, for an order partially 
exempting the Applicant from the provisions of 
Section 15(d) of that Act. 


The Applicant is the guarantor of securities issued by 
its wholly-owned subsidiary, American Family Finan- 


“cial Services, Inc. In view of such guarantee, the 


Applicant proposes to satisfy its reporting obligations 
by filing joint periodic reports with the Subsidiary. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15362/November 28, 1978 


Administrative Proceeding File No. 3-5559 
In the Matter of 


INTERPOOL LIMITED 





File No. 81-406 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice givng interested persons until Dec. 22, 1978, 
to request a hearing on an application filed by 
Interpool Limited (the ‘‘Applicant’’), pursuant to 
Section 12(h) of the Securities and Exchange Act of 
1934, for an order exempting the Applicant from the 
provisions of Section 15(d) of that Act. 


The Applicant is a Bahamian company organized 
under the laws of that Commonwealth in January, 
1968. On June 28, 1978 a tender offer was made for all 
the capital shares of the Applicant by Thyssen- 
Bornemisza N.V., a Netherland Antilles company. As 
a result of this tender offer, the Applicant now has 
less than 60 U.S. shareholders (and about 30 non-U.S. 
shareholders) holding an aggregate interest of 
approximately 1% of the Applicant’s Capital Shares. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15363/November 28, 1978 


Administrative Proceeding File No. 3-5578 

In the Matter of 

WEKSLER INSTRUMENTS CORPORATION 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until December 22, 
1978, to request a hearing on an application by 
Weksler Instruments Corporation (the “Applicant”) 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, as amended (the ‘1934 Act”), for an order 
exempting the Applicant from the provisions of 
Sections 13 and 15(d) of the 1934 Act. 


On May 10, 1978, the Applicant merged with WIC 
Newco, Inc. As a result of the merger, applicant no 
longer has any publicly owned stock. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15364/November 28, 1978 


In the Matter of 

THE DIVERSEY CORPORATION 

Admin. Proc. File No. 3-5575 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until December 22, 
1978 to request a hearing on an application by The 
Diversey Corporation (the “Applicant”) pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
as amended (the “1934 Act”), for an order exempting 
the Applicant from the provisions of Section 15(d) of 
the 1934 Act. 


On January 27, 1978, the Applicant became a wholly- 
owned subsidiary of ORON, Inc., a subsidiary of The 
Molson Companies, Ltd., a Canadian corporation. As 
a result of the merger, ORON, Inc. is the sole stock- 
holder of the Applicant. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15365/November 28, 1978 


In the Matter of 


WASHINGTON MUTUAL SAVINGS BANK, AS Origi- 
nator and Servicer 


Admin. Proc. File No. 3-5526 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until December 22, 
1978, to request a hearing on an application of 
Washington Mutual Savings Bank, Originator and 
Servicer, (the “Applicant”) pursuant to Section 12(h) 
of the Securities Exchange Act of 1934 for an order 
exempting the Applicant from certain reporting 
requirements of Section 15(d) of the Act. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15366/November 28, 1978 


in the Matter of 

AMERICAN SAFETY EQUIPMENT CORPORATION 
Admin. Proc. File No. 3-5565 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until December 22, 
1978 to request a hearing on an application by 
American Safety Equipment Corporation (“Appli- 
cant”), pursuant to Section 12(h) of the Securities 
Exchange Act of 1934 for an order exempting Appli- 
cant from the provisions of Section 15(d) of that Act. 


On July 28, 1978, the Applicant became a wholly- 
owned subsidiary of The Marmon Group, Inc. The 
Applicant no longer has any publicly held common 
stock, and there is no trading in its securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15367/November 28, 1978 


In the Matter of 
BLOCK ENGINEERING, INC. 
Admin. Proc. File No. 3-5540 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Block Engineer- 
ing, Inc. (the “Applicant’”) pursuant to Section 12(h) of 
the Securities Exchange Act of 1934 for an exemption 
from the reporting requirements of Section 13 and 
15(d) of the Act. 


On October 17, 1978, a notice was issued on the filing 
of said application giving interested persons an 
opportunity to request a hearing and stating that an 
order disposing of the application might be issued 
upon the basis of the information stated therein 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate in the public 
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interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15368/November 28, 1978 


In the Matter of 
GULF REPUBLIC FINANCIAL CORPORATION 
Admin. Proc. File No. 3-5550 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE ACT. 


File No. 81-409 


The Securities and Exchange Commission has issued 
an order granting the application of Gulf Republic 
Financial Corp. (the “Applicant”) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as 
amended (the “1934 Act”), for an exemption from the 
reporting provisions of Section 15(d) of that Act. 


Since Founders (a group consisting of Arnold M. 
Miller, William E. Wright, J. Livingston Kosberg, and 
Jerry E. Finger and certain,members of trusts for their 
respective families) is now the sole stockholder of the 
Applicant as a result of the merger, it appeared to the 
Commission that granting the requested exemption 
would not be inconsistent with the public interest or 
the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15369/November 28, 1978 


In the Matter of 

MICHIGAN POWER COMPANY 

Admin. Proc. File No. 3-5546 

ORDER PURSUANT TO SECTION 12(h) GRANTING 


AN EXEMPTION FROM REPORTING REQUIREMENTS 
UNDER SECTIONS 13(a) AND 15(d) 





The Securities and Exchange Commission has issued 
an order exempting Michigan Power Company from 
the periodic reporting requirements under Sections 
13(a) and 15(d) of the Securities Exchange Act of 
1934. On July 16, 1978, Michigan Power Company 
redeemed its outstanding shares of cumulative 
preferred stock, and no longer has any public security 
holders. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15370/November 28, 1978 


In the Matter of 
FARMERS TELEPHONE COMPANY 
Admin. Proc. File No. 3-5444 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


File No. 81-293 


The Securities and Exchange Commission has issued 
an order, subject to certain conditions, pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
granting the application of Farmers Telephone 
Company for an exemption from the provisions of 
Sections 12(g), 13, 14, and 16 of that Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15371/November 29, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 6001/November 29, 1978 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15372/November 29, 1978 


In the Matter of 


BUNKER RAMO CORPORATION 
GTE INFORMATION SYSTEMS INCORPORATED 
OPTIONS PRICE REPORTING AUTHORITY 


File No. 4-280 


On May 19, 1978, the Commission, pursuant to 
Section 11A(b)(5) of the Securities Exchange Act of 
1934 (the “Act”),! issued an order (the “May Order”) 
initiating a review of a dispute between the Options 
Price Reporting Authority (“OPRA”), Bunker Ramo 
Corporation (“Bunker Ramo”) and GTE Information 
Systems Incorporated (“GTE”)2 upon the requests of 
Bunker Ramo and GTE. The dispute arose when OPRA 
decided to charge an access fee to recoup the costs of 
developing and operating the new high speed consoli- 
dated options reporting system.3 The fee would be 
charged to vendors, news services and others having 
access to the high speed transmission of options last 
sale transaction reports. 


The Commission limited its review of this dispute to 
three issues: (1) whether OPRA, as an exclusive 





145 U.S.C. 78k-1(b)(5). 


2A description of the parties, the services which 
OPRA provides to Bunker Ramo and GTE, OPRA’s 
selection of a central processor for provision of last 
sale options reports and the procedures which these 
vendors have followed to contest OPRA’s termination 
of the agreements by which it previously supplied 
options last sale transaction reports is set forth in 
Securities Exchange Act Release No. 14606 (March 24, 
1978) (the “March Order”) at 1-4, and is incorporated 
herein by reference. 


3Securities Exchange Act Release No. 14784 (May 19, 
1978). The May Order announced that a hearing 
would be held in order that interested persons could 
orally present their views. On June 20, 1978, a hearing 
was held. At the hearing, Sheldon Rappaport, Deputy 
Director, Division of Market Regulation, served as the 
Hearing Officer. Theodore Urban, Nancy Wojtas, and 
Jeffrey Steele were counsel for the Commission. Also 
present at the hearing were Murray Sumner, Securities 
Industry Liaison for Bunker Ramo, and Peter Archie 
and Robert Jenson, Counsel to Bunker Ramo; Joseph 
Duhamel, Director, Business Services Planning, and 
George Hernan, Vice President, Manufacturing/Engi- 
neering Liaison of GTE’s Financial Services Division, 
GTE, and Allen Frischkorn, Counsel for GTE; and 
Richard Cowles of CBOE and Stephen Williams of 
Amex for OPRA and Michael Meyer and Mark Zaander, 
Counsel to OPRA. 
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securities information processor, registered pursuant 
to Section 11A(b) of the Act,4 may charge vendors any 
access fee for receipt of options last sale transaction 
reports; (2) whether OPRA, irrespective of whether it 
may charge such an access fee, may terminate the 
1975 Vendors Agreement under which options last 
sale transaction reports were provided to the vendors 
free of charge and under which OPRA agreed to pay 
each vendors’ communications line costs within a 100 
mile radius of New York City; and (3) whether OPRA 
may discontinue providing vendors the communi- 
cations circuit which links the vendors to OPRA’s 
central processor and enables them to receive 
options last sale transaction reports. 


in the March Order, the Commission also temporarily 
stayed, for a period of 45 days, OPRA’s proposed 
termination of a retransmission service” and, in the 
May Order, extended the duration of the stay for an 
additional 120 days in order that the Commission 
could complete its review of the first three issues. 74 
As a separate issue, the Commission must determine 
whether OPRA, pursuant to Section 11A of the Act, 
must continue to provide Bunker Ramo and GTE with 
access to the retransmission service during such 
times as OPRA voluntarily provides the two vendors 





445 U.S.C. 78k-1(b)(3). 


SOPRA utilizes the Securities Industry Automation 
Corporation (“‘SIAC’’) as the exclusive physical 
processor of the options information which is 
disseminated by OPRA. 


6The May Order at 10. 


7The service is one by which OPRA retransmits to 
vendors options last sale reports which have (1) not 
been sent properly as a result of a malfunction in 
SIAC’s computer or transmission facilities; (2) been 
lost or garbled through interference on the communi- 
cations circuit; or (3) not been received properly as a 
result of a breakdown in the vendors equipment. 
Other vendors which entered into new vendor agree- 
ments with OPRA have been receiving the retrans- 


mission service without any threatened interruption by 
OPRA. 


78The May Order extended the stay until September 
16, 1978, and, since that date, OPRA voluntarily has 
agreed not to terminate the retransmission service 
while it awaited final Commission resolution of these 
issues. See letter dated October 24, 1978, from 
Michael Meyer, counsel to OPRA, to Theodore W. 
Urban of the Commission staff. 
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with the initial transmissions of options last sale 
reports. 


Statutory Standard for Review 


Section 11A(b)(5)(A) of the Act empowers the 
Commission to review, on its own motion or on the 
application of an aggrieved person, any prohibition or 
limitation on any person “in respect of access to 
services offered, directly or indirectly” by any 
registered securities information processor. In order 
to determine whether a registered securities 
information processor may prohibit or limit access to 
one or more of its services, the Commission, pursuant 
to Section 11A(b)(5)(B) of the Act, must find that 


“such prohibition or limitation is consistent with the 
provisions of this title and the rules and regulations 
thereunder and that such person has not been 
discriminated against unfairly .... If the Commis- 
sion does not make such a finding or if it finds that 
such prohibition or limitation imposes any burden on 
competition not necessary or appropriate in 
furtherance of the purposes of this title, the Commis- 
sion... shall set aside the prohibition or limitation 
and require the registered securities information pro- 
cessor.” 


Commission Findings 


1. OPRA Has Authority to Impose an Access Fee on 
Vendors.9 





815 U.S.C. 78k-1(b)(5)(B). 


2The Commission’s finding is limited to whether the 
Act and rules thereunder currently permit OPRA to 
impose some form of an access fee on vendors. The 
Commission is not reaching the issue commented 
upon by the Associated Press in its July 17, 1978, 
submission at 3-4, of what costs OPRA might 
incorporate into its access fee (see note 18 infra) or 
whether the imposition of fees on news associations 
such as the Associated Press could seriously under- 
mine their ability to gather news. The Commission 
notes that the Associated Press submitted its views 
as an interested person. The issues raised by the 
Associated Press submission are not within the 
issues set forth by the Commission in its May Order. 
The Commission believes that, while it has 
considered the arguments presented by the 
Associated Press, those arguments either raise the 
same issues addressed by GTE and Bunker Ramo or 
raise broader policy considerations which would 
best be addressed in the course of Commission rule- 


Continued on following page 





a. The Imposition of an Access Fee by OPRA Is 
a Limitation on Access Which Is Consistent 
With the Act. 


Under the 1975 Vendors Agreements, the options 
exchanges, as participants in OPRA, each agreed to 
make available options last sale reports free of charge 
to vendors. Upon OPRA’s termination of the 1975 
Vendors Agreements, this information became avail- 
able from SIAC (OPRA’s central processor), rather 
than directly from each of OPRA’s five participant 
options exchanges. Further, OPRA proposed to 
charge each vendor subscriber to this information an 
access fee of $500 per month. It is this fee which 
Bunker Ramo and GTE assert is a limitation on their 
access to OPRA’s options last sale report service. The 
Commission finds that the imposition of an access 
fee can be a limitation upon access to a service 
offered by an exclusive processor. In this proceeding, 
however, the Commission has determined that 
OPRA’s imposition of some form of an access fee is a 
limitation on access permitted by the Act and existing 
rules thereunder. 


The Commission notes that three sections of the Act 
relate directly to the terms upon which persons obtain 
securities information: (1) the standards set forth in 
Section 11A(b)(3) governing the registration of 
securities information processors; 'Y (2) the standards 





Continued from preceding page 


making. The Commission, in its Policy Statement on 
the Development of a National Market System 
(Securities Exchange Act Release No. 14416 (January 
26, 1978); 43 FR 4354 (February 1, 1978)), stated its 
intent to consider further action with respect to “the 
propriety of allowing self-regulatory organizations to 
impose charges on securities information processors 
and subscribers to their services with respect to 
market information required to be disclosed by 
Commission rules.” /d. at 4360. 


10Section 11A(b)(3) provides: 


The Commission shall grant the registra- 
tion of a securities information processor if 
the Commission finds such securities 
information processor is so organized, and 
has the capacity, to be able to assure the 
prompt, accurate, and reliable performance 
of its functions as a securities information 
processor, comply with the provisions of 
this title and the rules and regulations 
thereunder, carry out its functions in a 
manner consistent with the purposes of 
this section, and, insofar as it is acting as 
an exclusive processor, operate fairly and 
efficiently. 


under Section 11A(b)(5) for review of prohibitions or 
limitations on access to services of registered 
securities information processors;!! and (3) the 
Commission’s rule-making authority under Section 
11A(c).12 The language in each of these sections of 
the Act indicates that a registered securities informa- 
tion processor is permitted to impose terms of access 
on vendors, including access fees.13 The ability to 





11See text at note 8 supra. 


12Under Section 11A(c)(1)(C) and (D), 15 U.S.C. 
78k-1(c)(1)(C) and (D), the Commission has authority 
to adopt rules to: 


“(C) assure that all securities information processors 
may, for purposes of distribution and publication, 
obtain on fair and reasonable terms such information 
with respect to quotations for and transactions in 
such securities as is collected, processed, or prepared 
for distribution or publication by any exclusive pro- 
cessor of such information acting in such capacity; 


(D) assure that all exchange members, brokers, 
dealers, securities information processors, and,... 
all other persons may obtain on terms which are not 
unreasonably discriminatory such information with 
respect to quotations for and transactions in such 
securities as is published or distributed by any self- 
regulatory organization.” 


13The Commission believes that Section 11A of the 
Act and the language in its legislative history indicate 
that Congress intended to give the Commission perva- 
sive regulatory authority over the terms imposed for 
dissemination of securities information. That intent is 
reflected in the Senate Report which accompanied 
$.249, the source of present Section 11A: 


“With respect to securities information pro- 
cessors generally . . . the bill would direct 
the Commission ...to assure that ex- 
change members, brokers, dealers, secu- 
rities information processors, and investors 
may obtain on terms which are not 
unreasonably discriminatory information 
with respect to quotations for and trans- 
actions in such securities published or 
distributed by any self-regulatory organi- 
zation or securities information processor; 


* * 7 


Although the existence of a monopolistic 
processing facility does not necessarily 
Continued on following page 
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impose such terms may be subject, of course, to 
review by the Commission as to fairness and reason- 
ableness, and may be limited by the Commission’s 
adoption of a rule specifically prohibiting such terms 
or fees as _ unfair, unreasonable or unreasonably 
discriminatory. 4 


GTE has argued for a different reading of the Act and 
its legislative history. GTE states that: 


Neither the Securities Acts Amendments of 
1975 nor the legislative history of the legis- 
lation support the imposition of access 
fees upon vendors of market information. 
Obviously, there is no express provision in 
the Securities Acts Amendments authoriz- 
ing the imposition of an access fee by an 
exclusive processor on vendors.”15 


in support of its position, GTE maintains that Section 
20(A)(d)(3) of H.R. 4111, the House version of the 
Securities Acts Amendments of 1975, would not 
expressly have included vendors in the category of 
persons among whom such costs (as well as costs 
associated with the development of a national market 
system) could be allocated.16 Since the Securities 





Continued from preceding page 


raise antitrust problems, serious antitrust 
questions would be posed if access to this 
facility and its services were not available 
on reasonable and nondiscriminatory terms 
to all in the trade or if its charges were not 
reasonable. Therefore, in order to foster 
efficient market development and operation 
and to provide a first line of defense 
against anti-competitive practices, Sec- 
tions 11A(b) and (c)(1) would grant the SEC 
broad power over any exclusive processor 
and impose on that agency a responsibility 
to assure the processor’s neutrality and the 
reasonableness of charges in practice as 
well as in concept.” Senate Report at 10-12 
(emphasis added). 


14The Commission has not yet exercised its 
rulemaking authority under Section 11A(c) with 
respect to the fees charged by registered securities 
information processors. See note 9, supra. 


15GTE’s June 23, 1978, submission at 2-3. 


16GTE also relies upon the Conference Report, which 
notes that: 


“The House amendment directed the SEC 
to prescribe rules providing for the fair and 
reasonable allocation of the costs associ- 
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Acts Amendments of 1975 did not include a specific 
provision on the allocation of costs, GTE argues that 
Congress did not intend to expand the category of 
persons that would bear information dissemination 
costs.17 GTE argues that Sections 6 and 15A of the 
Act were two sections which the Conference Commit- 
tee contemplated would adequately resolve the 
question of cost allocation. 


The Commission notes that Section 20A(d)(3) of the 
House Bill was rejected by the Conference Committee 
and is not contained in the enacted version of the 
Securities Acts Amendments of 1975. Further, Section 
11A as adopted did not abandon completely the 
Congressional intent reflected in the Conference 
Report with respect to the category of persons that 
would bear information dissemination costs. As dis- 
cussed above, the Commission has rulemaking 
authority under Section 11A(c)(1)(C) of the Act to 
insure that the terms upon which securities 
information processors obtain securities information 
are “fair and reasonable.” The term “securities 
information processor,” as defined in Section 
3(a)(22)(A) of the Act, includes vendors such as 
Bunker Ramo and GTE. Since the Act and the Act’s 
legislative history appear to contemplate that 
exclusive processors may impose some charges for 
certain of the services which they provide, and 
vendors are specifically included in Section 
11A(c)(1)(C) of the Act as potential users of such 
information, the Commission believes that vendors 
are among those persons who may be charged some 
form of an access fee by OPRA for the transmission 
of options last sale transaction reports. 


The Commission’s determination here is limited solely 
to a finding that the Act permits some form of an 
access fee to be charged by OPRA, in its capacity as a 
registered securities information processor. It does 





ated with the development and operation of 
the national market system. The Senate bill 
contained no comparable provision. The 
House receded to the Senate, since it was 
generally felt by the conferees that the pro- 
vision of the conference substitute pro- 
viding for the equitable allocation of dues, 
fees, and other charges levied by self- 
regulatory organizations would adequately 
resolve this matter.” Report of the Senate- 
House Conference Committee, H.R. No. 
94-229, 94th Cong., 1st Sess. 92 (1975). 


17Letter dated December 15, 1977, from Allen Frisch- 
korn, Counsel for GTE, to George A. Fitzsimmons, 
Secretary of the Commission at 6-9. 





not address whether the costs incorporated by OPRA 
into the access fee represent limitations on access 
which are permitted under the Act, 18 or whether the 
level of the fee charged by OPRA is reasonable. If 
OPRA and the vendors are unable to agree upon which 
costs OPRA may recoup through an access fee, or 
upon an appropriate level of such fee, the vendors 
would have an opportunity, pursuant to Section 
11A(b)(5) of the Act, to seek further Commission 
review of the particular costs included by OPRA in the 
cost basis of this access fee or of the level of the 
resulting fee. 


The Commission, however, is not limited to consider- 
ing the cost basis or reasonableness of fees imposed 
by registered securities information processors solely 
in the context of proceedings pursuant to Section 
11A(b)(5) of the Act. As discussed above, the 
Commission has broad rulemaking authority under 
Section 11A(c)(1) of the Act to assure that the terms 
upon which securities information is made available 
to securities information processors are fair and 
reasonable. That rulemaking authority may be 
exercised by the Commission to prescribe general 
standards concerning the cost basis and reasonable- 
ness of charges which self-regulatory organizations 
and registered securities information processors, 
consistent with the purposes of the Act, may impose 
upon vendors or other persons to whom securities 
information is disseminated. 


b. The Imposition of an Access Fee by OPRA Is a 
Limitation on Access Which Does Not Unfairly Dis- 
criminate Against Bunker Ramo or GTE. 


The Commission believes Bunker Ramo and GTE have 
not been unfairly discriminated against by OPRA’s 
imposition of an access fee. OPRA currently has four- 
teen persons!9 which have direct access to OPRA’s 


processor, SIAC. Each of those persons is assessed 
the $500 access fee which is now being disputed by 
GTE and Bunker Ramo. 


In enacting Section 11A, Congress was concerned 
that an exclusive central processor should function in 
a neutral manner and provide its services in a non- 
discriminatory fashion.29 There is no evidence nor 
allegation by either party or by the Associated Press 
in its written submission indicating that OPRA is 
unfairly discriminating against GTE or Bunker Ramo 
by assessing the access fee. OPRA has imposed the 
same access fee on each person with direct access to 
SIAC and the Commission finds that the imposition of 
such an access fee on Bunker Ramo and GTE is not 
unfairly discriminatory. 


c. The Imposition of an Access Fee by OPRA Is a 
Limitation on Access Which Does Not Impose a 
Burden on Competition. 


The final standard the Commission must consider in 
determining whether OPRA may impose an access fee 
is whether the imposition of a fee constitutes a 
burden on competition not necessary or appropriate in 
furtherance of the purposes of the Act. Since the 
Commission is not reaching the issue of the 
composition of the rate base or the level of the access 
fee, the Commission believes that it need not reach 
the issue of whether this particular access fee is a 
burden on competition not necessary or appropriate in 
furtherance of the purposes of the Act. The Commis- 
sion believes, however, that there can be a level of an 
access fee which does not place any burden on 
competition, as well as access fees which may 
impose some burden on competition which, under 
certain circumstances, may be necessary or 
eo in furtherance of the purposes of the 
Act.2 





18The Commission notes that the Associated Press, 
in its submission at 4-10, argues that, if the Commis- 
sion chooses to resolve “the basic question of 
charges by self-regulatory organizations for required 
market information,” it should determine that a 
distinction may be drawn between “delivery” of 
market information, and the collection and consoli- 
dation of such information. The Commission has 
chosen, however, not to go beyond the issues which 
it presented in its May Order. 


19These persons include: (1) Associated Press, (2) 


United Press International, (3) Compumatics, (4) 
Market Line, (5) Farr Fund, (6) GTE, (7) Bunker Ramo, 
(8) Quotron Systems, Inc., (9) Reuters, (10) Bridge 
Data, (11) Monchik Weber Associates, (12) Toronto 
Stock Exchange, (13) Telequrs, and (14) Broker 


Services Inc. Letter dated June 26, 1978, from Joseph 
Corrigan, OPRA Administrator to Mark Zaander of 
Schiff Hardin & Waite, Counsel to OPRA. 


20Senate Report at 11. 


21Bunker Ramo, during its testimony at the oral 
hearing on June 20, 1978, asserted that the imposition 
of a fixed access fee on vendors would impose a 
burden on competition which is not necessary nor 
appropriate since a vendor, to be on an equal footing 
with other vendors, would need the same number of 
customers as other vendors in order to spread its 
fixed costs over the same number of units. Transcript 
at 21, Testimony of Peter Archie (“Archie”) of 

Continued on following page 
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It appears that Congress contemplated that registered 
securities information processors could impose some 
charges on persons who obtain from them information 
with respect to securities transactions. Although 
OPRA might have chosen alternative means to derive 
revenues equivalent to those derived from the access 
fee, the Commission cannot determine that any 
particular alternative would have been more 
appropriate than that chosen by OPRA. Since the 
Commission has determined that OPRA’s decision is 
consistent with the standards of the Act and, as 
described above, that the standards of Section 
11A(B)(5)(B) of the Act have been fully met, OPRA 
may impose an access fee on vendors. 


2. OPRA Has Authority to Terminate the 1975 Agree- 
ments. 


The 1975 Agreement between OPRA and the vendors 
provides: 


“Upon compliance. with any applicable requirements 
of [the Act] . . . either the Vendor or the Participants 
may terminate this Agreement on not less than 30 
days prior written notice.” 


OPRA, in order to implement its new policy decisions 
(i.e., each vendor would be responsible for its own 
line costs and would pay OPRA an access fee), 
notified each vendor by a letter dated November 10, 
1977, that the 1975 Agreements would be terminated 
as of the date the new consolidated high speed line 
would become available from SIAC, which date was 
more than 30 days after the date of the letter.23 





Continued from preceding page 


Peabody, Rivlin, Lambert & Meyers, Counsel to 
Bunker Ramo. If a vendor had fewer customers, but 
payed the same access fee, it would be forced either 
to decrease its profitability by absorbing some of the 
cost or to pass a higher proportional share of the 
access fee along to its smaller number of customers. 


22Section 16 of the 1975 Agreement. 


23Transcript at 58 (Cowles’ testimony). GTE argues 
that such termination may only be effected for a 
legitimate purpose. GTE asserts such purpose is 
lacking here since the OPRA Plan does not permit 
recovery of OPRA’s costs through fees imposed on 
vendors. Further, GTE believes.that until an amend- 
ment to the OPRA Plan, rather than just an amend- 
ment to the fee schedule, is filed with, and approved 
by, the Commission, OPRA should not be permitted 
to terminate the 1975 Agreement, especially since 
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OPRA, on June 27, 1977, amended the fee schedule to 
the OPRA Plan which indicates the amount of fees 
owed to OPRA by its subscribers and vendors. This is 
the only amendment which OPRA must file with the 
Commission in order that it may impose access fees 
on vendors.24 The OPRA Plan, which is filed with the 
Commission on Form siP,25 is designed to provide 
the Commission with information to enable it to find 
whether a registration of a securities information 
processor should be granted. The Commission based 
its grant of OPRA’s registration on the information 
provided by OPRA in its Form SIP,26 including the 
fact that OPRA has the authority to prescribe “the 
forms and contracts to be entered into with the 
vendors and subscribers.” 


Form SIP does not require the filing of the contract 
between OPRA and its vendors, but it does require a 
filing of 


“a complete list of all dues, fees and other charges 
imposed, or to be imposed, by or on behalf of 
applicant for its securities information processing 
services which are provided on an exclusive basis and 
identify the service or services provided for such due, 
fee, or other charge.” 


OPRA included such fee schedule in its initial filing 
on Form SIP and, more recently, filed an 
appropriate amendment to the OPRA Plan reflecting 
its implementation of an access fee.30 





OPRA is not providing the vendors an opportunity to 
enter into a new agreement which is consistent with 
the OPRA Plan. Transcript at 41-42, Testimony of 
Allen R. Frischkorn, Counsel for GTE. 


24The Act and rules adopted thereunder do not require 
the Commission to make any affirmative findings on 
the amendments. 


25securities Exchange Act Release No. 11673 
(September 23, 1975); Notice of Adoption of Rule 
11Ab2-1 and related Form SIP. 


260PRA’s Form SIP filed with the Commission on 
November 12, 1975. 


27Section 11(b) of the OPRA Plan. 
2891 (a) of Form SIP. 
29Exhibit J of Form SIP. 


30Amendment to Exhibit J of OPRA’s Form SIP filed 
with the Commission on June 27, 1978. 





Further, OPRA, consistent with the 1975 Agreement, 
provided all vendors with 30 day notice of its intent to 
terminate the 1975 Agreements. The Commission 
believes that such notice and the other procedures 
which OPRA followed to terminate the 1975 
Agreements met its requirements under the 1975 
Agreements and, accordingly, the termination is con- 
sistent with the standards of Section 11A(b)(5)(B) of 
the Act. First, the termination of the 1975 Agreements 
is consistent with the Act in that OPRA has complied 
with its registration responsibility under Section 
11A(b) and Rule 11Ab2-1 by amending its Form SIP. 
Second, OPRA has not unfairly discriminated against 
Bunker Ramo and GTE in that all the 1975 Agreements 
were terminated and identical new agreements were 
submitted to all vendors. Third, if the termination of 
the 1975 Agreements places a burden on competition, 
such burden is necessary and appropriate in that the 
termination of the 1975 Agreements constitutes a 
business decision by OPRA which does not place any 
undue competitive burden on either of these vendors. 
The Commission, therefore, finds that OPRA, con- 
sistent with the Act, may terminate the 1975 Agree- 
ments. 


3. OPRA Has Authority to Discontinue Free 
Provision of the Communications Line 


The 1975 Agreements require participant exchanges to 
provide, free of charge, communications lines for the 
transmission of options last sale reports to vendors 
located within 100 miles of New York City.31 These 
communications lines enabled the vendors to receive 
the options last sale reports from participant 
exchanges and now enable the exchanges to receive 
the reports from SIAC. OPRA now proposes to 
terminate its participants’ obligations to provide the 
communications lines free to vendors which maintain 
premises within 100 miles of New York City.32 The 
Commission believes OPRA is entitled to terminate 
the free provision of these communications lines. 


To the extent that OPRA is prohibiting or limiting 
access to its services, such prohibition or limitation is 
consistent with Section 11A(b)(5)(B) of the Act. First, 
neither the Act nor its legislative history require that 





31Section 2 of the 1975 Agreement. 


32GTE maintains that since the 1975 Agreement pro- 
vided for OPRA’s undertaking of such costs and since 
OPRA may not terminate the 1975 Agreement until 
such time as it offers vendors an opportunity to enter 
into a revised agreement which is consistent with the 
OPRA Plan, OPRA must continue the free provision of 
the communications circuit. Transcript at 43 (Frisch- 
korn’s testimony). 


OPRA assume such costs. OPRA’s voluntary under- 
taking to pay such costs, consistent with the OPRA 
Plan, has been terminated in a manner which we find 
to be consistent with the Act. Second, OPRA is not 
unfairly discriminating against any of the vendors by 
terminating such provision in that all vendors are 
treated equally—none of the vendors would receive 
the free provision of the communications line. Third, 
there is no burden on competition.23 Any burden on 
competition which might be alleged in relation to 
OPRA’s decision here arises solely from the vendors’ 
own location as it relates to OPRA’s earlier under- 
taking to pay line costs. Such burden is necessary 
and appropriate in that the cost of the communication 
line is one in which a vendor in the securities informa- 
tion business would expect to incur in the normal 
course of business. 


4. OPRA Does Not Have Authority to Terminate the 
Retransmission Service. 


By letter dated March 10, 1978, OPRA informed 
Bunker Ramo and GTE that it would discontinue pro- 
viding them with the retransmission service effective 
March 24, 1978, but that it would continue to provide 
them with the initial transmission of options last sale 
reports.“* OPRA contended that the retransmission 
service was a new service, previously not offered, and 
not intended to be included within the initial trans- 
mission service.29 Bunker Ramo and GTE argued that 
the retransmission service was inherent in and 
necessary to the reliable transmission of information 
on the new consolidated high speed communications 
line and requested, by letter, that the Commission act 
to stay the proposed termination of the retransmis- 
sion service by OPRA. 





33}¢ any burden might be found, it would appear that 
OPRA’s earlier undertaking to pay line costs for 
particpants within 100 miles of New York City might 
impose an unjustified burden on competition upon 
vendors located outside the 100 mile radius. 


341 etters dated March 10, 1978, to Murray Sumner, 
Bunker Ramo and George W. Hernan, GTE, from 
Joseph Corrigan, OPRA Administrator. 


35ig. at 1. 


361 etter dated March 17, 1978, to Sheldon Rappaport, 
Deputy Director of the Division of Market Regulation 
from Murray Sumner, Bunker Ramo, and letter dated 
March 23, 1978, to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, from Allen R. 
Frischkorn, Jr., Counsel for GTE. 
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In response to such requests, the Commission issued 
the March Order granting a temporary stay of OPRA’s 
proposed action and inviting interested persons to 
submit affidavits concerning the issues presented by 
such a temporary stay.¥’ Upon consideration of such 
affidavits, the Commission recognized that the 
retransmission question was not the fundamental 
issue in the dispute between OPRA and Bunker Ramo 
and GTE. Further, it became apparent to the Commis- 
sion that the negotiations between the parties would 
remain at an impasse until it resolved the question of 
whether OPRA, consistent with the Act, could impose 
an access fee on vendors for receipt of options last 
sale transaction reports. Accordingly, the Commis- 
sion initiated a review in order to resolve that 
question.’? Despite the Commission’s resolution here 
of that question, however, it must also decide whether 
OPRA, after voluntarily agreeing to provide the initial 
transmission of options last sale reports to Bunker 
Ramo and GTE, and consistent with the standards of 
Section 11A(b)(5)(B) of the Act, may terminate the 
retransmission service and thereby limit Bunker Ramo 
and GTE access to an OPRA service. The Commission 
believes OPRA may not limit the two vendors access 
to the retransmission service because such limitation 
is not consistent with the Act. 


In the May Order, the Commission stated it believed 


“that the retransmission feature is necessary for the 
accurate, reliable and efficient operation of a high- 
speed communications system in that without such a 
feature, vendors which receive last sale information 
would be unable to retransmit those messages which 
had been ‘lost’ or ‘garbled’ during initial transmission 
of lost data, vendors would be unable to maintain an 
accurate data base and would thereby effectively be 





37March Order at 13. 


38may Order at 6-9. The Commission also extended 


the duration of the temporary stay for an additional 
120 days. 


39The Commission, pursuant to Section 11A(b)(5)(B), 
may set aside a prohibition or limitation of access to 
services by a registered securities information 
processor if such prohibition of limitation does not 
comply with one of the three standards set forth in 
Section 11A(b)(5)(B). Since the Commission finds 
that the termination of the retransmission service is 
not consistent with the Act, it is not necessary for the 
Commission to find that OPRA has or has not 
complied with the other standards of Section 
11A(b)(5)(B). 
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denied the ability to utilize the initial transmission of 
options last sale reports.” 


The Commission believes the same determination 
must be made at this time. 


in the Securities Acts Amendments of 1975, Congress 
directed the Commission to use its authority under 
the Act “to carry out the objectives set forth in 
[Section 11A(a)(1)]."41 One objective set forth by 
Congress is that: 


“(C) [i]t is in the public interest and appropriate for 
the protection of investors and the maintenance of fair 
and orderly markets to assure— 


(iii) the availability to brokers, dealers and investors 
of information with respect to quotations for and 
transactions in securities. 


Further, the legislative history of Section 11A(a) noted 
that: 


“{iJn the securities markets, as in most other active 
markets, it is critical for those who trade to have 
access to accurate, and up-to-the-second information 
as to the prices at which transactions in particular 
securities are waning place (i.e., last sale reports).” 
(Emphasis added.)4 : 


Congress demonstrated this concern by providing in 
Section 11A(b)(3) of the Act that the Commission 
register a securities information processor only if it 
was organized and had the capacity “to be able to 
assure the prompt, accurate, and reliable performance 
of its functions . . . and, insofar as it is acting as an 
exclusive processor, operate fairly and efficiently.” 
OPRA voluntarily agreed to provide Bunker Ramo and 
GTE with the initial transmission of last sale trans- 
action reports. For the Commission to permit OPRA 
to provide the initial transmission but not to provide a 
retransmission service which enables such vendors to 
maintain an accurate data base of such reports, would 
defeat Congress’ objective to make available accurate 
and up-to-the-second information with respect to 
transactions in securities. Bunker Ramo and GTE 
would be unable to offer services to brokers, dealers 
and investors which provided such up-to-the-second, 





40See discussion supra 3. 
4145 U.S.C. 78k-1(a)(2). 
42iq. 


43Senate Report at 9. 





accurate information in that their data base would be 
inaccurate. Further, OPRA would not be complying 
with its statutory duty to perform its duties as a 
securities information processor promptly, accurately 
and reliably. OPRA would not be supplying Bunker 
Ramo and GTE with accurate securities information if 
it terminated the retransmission service while 
voluntarily continuing to provide the initial trans- 
mission. Accordingly, the Commission finds that 
OPRA’s proposed termination of the retransmission 
service would be inconsistent with the purposes of 
the Act. 


THE COMMISSION HEREBY FINDS, as set forth in 
this order, (1) that the imposition of some form of an 
access fee on vendors for access to OPRA’s last sale 
options transaction reports service is a limitation on 
access permitted under the Act; (2) that the 
termination of the 1975 Agreements between OPRA, 
Bunker Ramo and GTE is a limitation or prohibition on 
access permitted under the Act; (3) that the discon- 
tinuation of the free provision of communications 
lines by OPRA or its participant exchanges is 
permitted under the Act. The Commission also finds 
that the proposed termination of the retransmission 
service, during such periods as OPRA voluntarily has 
agreed to provide options last sale reports to Bunker 
Ramo and GTE, would be a limitation on access not 
permitted under the Act. Accordingly, OPRA is hereby 
required to permit Bunker Ramo and GTE access to its 
retransmission service during such time as its 
voluntary agreement to continue to provide options 
last sale reports pursuant to the terms of the 1975 
Agreement remains in effect. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15373/November 30, 1978 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (“Exchange Act”) the single ten day 


suspension of exchange and over-the-counter trading 
for the period commencing at 11:15 a.m. (EST) on 
November 30, 1978, and terminating at midnight (EST) 
on December 9, 1978, of the securities of Superbiock 
Industries, Inc., formerly Strategic Automated 
Systems International, a Delaware corporation with 
principal executive offices located at 2918 North 67th 
Place, Phoenix, Arizona. 


The Commission suspended trading in the securities 
of Superblock Industries, Inc. because of questions 
concerning the accuracy and adequacy of financial 
information publicly available relating to the 
company’s present business operations. 


The Commission cautions brokers, dealers, share- 
holders and prospective purchasers that they should 
carefully consider the foregoing information along 
with all other currently available information and any 
information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading sus- 
pension, no quotation may be entered unless and 
until they have strictly complied with all the 
provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with 
said rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time 
as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in vio- 
lation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15374/November 30, 1978 


Notices have been issued giving interested persons 
until December 29 to comment on the applications 
requesting withdrawal of the common stocks (par 
value $1.00) of the following companies from listing 
and registration on the American Stock Exchange, 
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Inc.: ESSEX CHEMICAL CORPORATION; INTER- 
WAY CORPORATION; SUN ELECTRIC CORPORA- 
TION; and TOKHEIM CORPORATION. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15375/November 30, 1978 


Orders have been issued granting the applications 
submitted by the American Stock Exchange, Inc. to 
strike the specified securities of the following 
companies from listing and registration: CITIZENS 
MORTGAGE INVESTMENT TRUST (8-%2% Senior 
Subordinated Notes due 1980) and GENERAL 
RESOURCES CORPORATION (Common Stock, Par 
Value 50¢). 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20791/November 28, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 6000/November 28, 1978 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20792/November 28, 1978 


In the Matter of 

YANKEE ATOMIC ELECTRIC COMPANY 
20 Turnpike Road 

Westborough, Massachusetts 01581 
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(70-6226) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
SHORT-TERM PROMISSORY NOTES TO A BANK 
AND A DEALER IN COMMERCIAL PAPER AND 
REQUEST FOR EXEMPTION FROM COMPETITIVE 
BIDDING. 


Yankee Atomic Electric Company (“Yankee Atomic”), 
an electric utility subsidiary company of New England 
Electric System and Northeast Utilities, registered 
holding companies, has filed an application- 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘‘Act”) 
designating Sections 6(a), 7 and 9 of the Act and Rule 
50(a)(5) promulgated thereunder as applicable to the 
proposed transactions. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 


Yankee Atomic proposes to issue and sell from time 
to time, but not later than December 31, 1979, short- 
term promissory notes in order to finance its nuclear 
fuel requirements. The notes are expected to be sold 
to The First National Bank of Boston, Massachusetts, 
or to A.G. Becker & Company, Inc. (“Becker”), a 
dealer in commercial paper, or to both, up to a 
maximum aggregate principal amount of $16,000,000 
to be outstanding at any one time. Yankee Atomic 
now has borrowing authority aggregating $16,000,000 
through December 31, 1978 (File No. 70-6084), and 
expects to have about $11,000,000 of short-term debt 
outstanding at the end of 1978. During 1979 Yankee 
Atomic expects to spend approximately $9,500,000 for 
nuclear fuel and to make capital expenditures of 
approximately $5,000,000 for plant improvements. 


The proposed short-term borrowing will be repaid 
from time to time in part from internally generated 
funds and the balance will be refinanced either 
through additional short-term borrowings or perma- 
nent financing. 


The proposed borrowings from The First National 
Bank of Boston will be evidenced by notes payable 
maturing in less than one year from the date of 
issuance and will provide for prior payment in whole 
or in part without premium. Yankee Atomic will either 
maintain funds in the bank which represent compen- 
sating balances or, in lieu thereof, pay fees equivalent to 
such compensating balance requirement. 


The notes will bear interest at not in excess of the 
prime rate (not including fees in lieu of compensating 
balances). Based on prevailing compensating balance 





requirements of 10% of the line of credit and 10% of 
any borrowing thereunder, or fees equivalent thereto, 
the effective cost to Yankee would be approximately 
13.44% per annum assuming borrowings up to the 
maximum amount of the lines of credit based on a 
prime rate of 10% %. 


Yankee Atomic also proposes to issue and sell its 
commercial paper during the period through 
December 31, 1979, directly to Becker. Becker, as a 
principal, will reoffer such commercial paper to not 
more than 200 of its customers whose names appear 
on a nonpublic list prepared by Becker in advance. No 
additions will be made to such list of customers. It is 
expected that such commercial paper will be held to 
maturity by the purchasers, but, if any such purchaser 
wishes to resell prior to maturity, Becker, pursuant to 
an oral repurchase agreement, will repurchase the 
paper for resale to others on said list of customers. 
The commercial paper so issued and sold will be in 
the form of unsecured promissory notes having 
varying maturities of not in excess of 270 days. Actual 
maturities will be determined by market conditions, 
the effective interest cost to Yankee Atomic, and 
Yankee Atomic’s cash requirements at the time of 
issuance. The commercial paper will be in denomi- 
nations of not less than $50,000 and not more than 
$1,000,000 and will not by its terms be prepayable 
prior to maturity. The commercial paper will be 
purchased by Becker from Yankee Atomic at a 
discount which will not be in excess of the discount 
rate per annum prevailing at the date of issuance for 
the particular maturity at which prime commercial 
paper of comparable quality is sold by public-utility 
issuers to commercial paper dealers. Becker will 
initially reoffer the commercial paper at a discount 
rate not more than 1/8 of 1% per annum less than the 
prevailing discount to Yankee Atomic. 


No commercial paper notes having a maturity of more 
than 90 days will be issued at an effective interest 
cost which exceeds the effective interest cost at 
which Yankee Atomic could borrow from The First 
National Bank of Boston. 


Yankee Atomic requests exemption from the 
competitive bidding requirements of Rule 50 with 
respect to the proposed issuance and sale of 
commercial paper pursuant to paragraph (a)(5) 
thereof. 


The fees and expenses to be incurred with the pro- 
posed transaction is $2,000. Incidental services will be 
performed by New England Power Service Company at 
actual cost. It is stated that no state commission and 
no federal commission, other than this Commission, 


has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 21, 1978, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicant-declarant at 
the above-stated address and proof of service (by 
affidavit or, in case of an attorney-at-law, by certifi- 
cate) should be filed with the request. At any time 
after said date, the application-declaration, as filed or 
as it may be amended, may be granted and permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20793/November 28, 1978 


In the Matter of 
APPALACHIAN POWER COMPANY 


40 Franklin Road 
Roanoke, Virginia 24009 


SOUTHERN APPALACHIAN COAL COMPANY 
301 Virginia Street 
Charleston, West Virginia 25327 


(70-5723) 
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NOTICE OF PROPOSED CAPITAL CONTRIBUTION TO 
COAL MINING SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Appalachian Power 
Company (‘Appalachian’), an electric utility sub- 
sidiary company of American Electric Power 
Company, Inc., a registered holding company, and 
Southern Appalachian Coal Company (“SACO”), a 
coal mining subsidiary of Appalachian, have filed with 
this Commission a declaration and amendments 
thereto pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act”), designating Section 12 
of the Act and Rule 45 promulgated thereunder as 
applicable to the proposed transaction. All interested 
persons are referred to the declaiation, which is 
summarized below, for a complete statement of the 
proposed transaction. 


By order dated March 6, 1972 (HCAR No. 17507), 
Appalachian was authorized to acquire through 
December 31, 1974, up to 10,000 shares of SACO’s 
common stock for a consideration of $2,000 per share. 
Appalachian so acquired 6,950 shares of SACO’s 
common stock, the proceeds from such acquisition 
being used by SACO for investment in mining plant 
and for working capital. SACO is developing coal 
lands and reserves, presently owned by Appalachian 
at sites known as Bull Creek, Lens Creek, Julian and 
Tasa located in the counties of Boone, Kanawha and 
Lincoln, West Virginia, which are estimated to contain 
current coal reserves of 50,000,000 tons. 


By declaration filed herein Appalachian requests 
authority to make capital contributions to SACO 
through December 31, 1978, of up to $23,000,000. It is 
stated that SACO proposes to expand its mining pro- 
gram so as to assure a reliable supply of low-sulfur 
coal for use at Appalachian’s generating plants. 
Approximately 75% of the coal produced will be 
delivered to the John E. Amos Plant, with the 
remainder being delivered to the Kanawha River Plant 
and, perhaps, the Phillip Sporn Plant. It is stated that 
such coal will displace coal that would otherwise be 
purchased on a spot basis or under short-term con- 
tracts. 


The annual rate of production by SACO was 1,437,018 


tons in 1976 and 915,243 tons in 1977, and is 
estimated at 900,000 tons for 1978 (1978’s results 
having been affected by the coal miners’ strike) and 
1,700,000 tons for 1979. Declarants state that SACO’s 
capital expenditures for its expansion program were 
$11,100,000, $11,100,000 and $700,000 for the years 
1975, 1976 and 1977, respectively, and that SACO’s 
estimated capital expenditures for 1978 and 1979 are 
$500,000 and $9,000,000, respectively. 
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Declarants state that SACO’s expansion program has 
been financed largely through retained earnings, 
which have accumulated to approximately $15,000,000 
as of September 30, 1978. Declarants propose that a 
portion of the proposed capital contributions of 
$23,000,000 be utilized to finance the payment by 
SACO of dividends to Appalachian in the amount of 
the previously accumulated retained earnings. The 
remaining amount of the proposed capital contri- 
bution will be utilized for mine development, for coal 
mining equipment and structures, and to finance 
SACO’s expansion of its mining program, including 
estimated construction expenditures of $9,000,000 for 
1979. 


Development costs include expenditures relating to 
site preparation, the mine portal, extensions of slopes 
or shafts from the portal and overhead expenditures. 
Overhead expenditures include the excess of pro- 
duction costs over revenues from coal sale during the 
development period, construction, engineering and 
design expenditures, temporary facilities and 
allowances for funds used during construction. 


Mining equipment acquired or to be acquired by 
SACO includes mining machines, bolting machines, 
conveyors, power centers, batteries and chargers, 
personnel carriers, rock dusters, shuttle cars, coal 
haulers and bulldozers, together with other miscel- 
laneous transportation and coal handling equipment. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $4,500. 
The State Corporation Commission of Virginia and the 
West Virginia Public Service Commission have 
authorized the proposed $23,000,000 capital contri- 
bution. It is stated that no other state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 26, 1978, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said declaration, as amended, which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the declarants at the 
above-stated addresses, and proof of service (by affi- 
davit, or in the case of an attorney-at-law, by 
certificate) should be filed with the request. At any 
time after said date the declaration, as amended or as 





it may be further amended, may be permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20794/November 28, 1978 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
260 Cherry Hill Road 
Parsippany, New Jersey 07054 


(70-6099) 


NOTICE OF PROPOSED EXTENSION OF SHORT- 
TERM DEBT AUTHORIZATION 


NOTICE IS HEREBY GIVEN that General Public 
Utilities Corporation (“GPU”), a registered holding 
company, has filed with this Commission a post- 
effective amendment to its application previously filed 
and amended in this matter pursuant to the Public 
Utility Holding Company Act of 1935 (‘‘Act’’), 
designating Section 6(b) of the Act as applicable to 
the proposed transaction. All interested persons are 
referred to the application, as amended by said post- 
effective amendment, which is summarized below, for 
a compiete statement of the proposed transaction. 


By order dated December 29, 1977 (HCAR No. 20346), 
GPU was authorized until December 31, 1978, to issue 
and renew its unsecured promissory notes to various 
commercial banks provided that the aggregate princi- 


pal amount of such indebtedness outstanding at any 
one time should not exceed $71,000,000. 


By post-effective amendment GPU requests that said 
$71,000,000 short-term borrowing authorization be 
extended until December 31, 1979. Although no 
commitments or agreements for the proposed 
borrowings have been made, GPU expects that 
borrowings will be made from among 8 designated 
banks. The maximum short-term credit made available 
by such banks will total $115,000,000, a sum 
exceeding by $44,000,000 the maximum amount for 
which authority is being requested. It is stated that 
the purpose of this excess amount is to provide flexi- 
bility with one or more particular banks since some 
banks have indicated from time to time that it is not 
always convenient for them to renew outstanding 
notes at the time GPU requests them to do so. 


Each note to be issued will bear interest at a rate not 
exceeding the lending bank’s prime rate, will mature 
not more than nine months from the date of issue and 
will be prepayable at any time without premium. It is 
anticipated that the banks from which borrowings will 
be made will require compensating balances at levels 
generally approximating 10% of the line of credit or 
20% of the amounts actually borrowed, whichever is 
higher. Assuming compensating balances of 20% of 
the aggregate amounts borrowed and a prime rate of 
11%, the effective interest cost would be 13.75%. 


GPU proposes to use the proceeds of the short-term 
borrowings for investment in its operating subsidi- 
aries or for reimbursement of its treasury for expendi- 
tures made therefrom for that purpose. 


The additional fees and expenses to be incurred in 
connection with the proposed transaction will be 
supplied by further amendment. It is stated that no 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 27, 1978, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application, as amended by said post-effective 
amendment, which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant at the above-stated address, and 
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proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date the application, as 
amended by said post-effective amendment or as it 
may be further amended, may be granted as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20795/November 28, 1978 


In the Matter of 


OHIO POWER COMPANY 
301 Cleveiand Avenue, S.W. 
Canton, Ohio 44701 


(70-6049) 


SUPPLEMENTAL NOTICE OF PROPOSED INCREASE 
IN SHORT-TERM BORROWING AUTHORIZATION 


NOTICE IS HEREBY GIVEN that Ohio Power Company 
(“Ohio Power”), an electric utility subsidiary company 
of American Electric Power Company, Inc., a 
registered holding company, has filed with this 
Commission a post-effective amendment to its 
application previously filed and amended in this 
matter pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Section 
6(b) of the Act and Rules 50(a)(2) and 50(a)(5) promul- 
gated thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the 
application, as amended by said post-effective 
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amendment, which is summarized below, for a 
complete statement of the proposed transaction. 


By previous notice issued herein (HCAR No. 20755 
dated November 1, 1978), Ohio Power requested that 
its $137,000,000 short-term borrowing authorization, 
which expires December 31, 1978, be extended until 
December 31, 1979, pursuant to credit arrangements 
described in said previous notice. 


By post-effective amendment Ohio Power requests that 
the amount of said short-term borrowing authorization 
be increased from $137,000,000 to $150,000,000 for 
the year ending December 31, 1979. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
further amendment. It is stated that no state commis- 
sion and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 28, 1978, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application, as amended by said post-effective 
amendments, which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application, as amended by said post-effective 
amendment or as it may be further amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20796/November 28, 1978 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


CNG COAL COMPANY 

CNG DEVELOPMENT COMPANY LTD. 

CNG PRODUCING COMPANY 

CNG RESEARCH COMPANY 

CONSOLIDATED GAS SUPPLY CORPORATION 


CONSOLIDATED NATURAL GAS SERVICE COM- 
PANY, INC. 


CONSOLIDATED SYSTEM LNG COMPANY 
THE EAST OHIO GAS COMPANY 


THE PEOPLES NATURAL GAS COMPANY 


THE RIVER GAS COMPANY 
WEST OHIO GAS COMPANY 


(70-6153) 


SUPPLEMENTAL ORDER REGARDING OPEN AC- 
COUNT ADVANCES TO AND ACQUISITION OF 
LONG-TERM NOTES OF SUBSIDIARY COMPANY 


Consolidated Natural Gas Company (“Consolidated”), 
a registered holding company, and its above-named 
subsidiary companies have filed with this Commis- 
sion a post-effective amendment to the application- 
declaration in this proceeding pursuant to Sections 
6(a), 7, 9(a), 10, and 12(b) of the Public Utility Holding 
Company Act of 1935 (“Act’’) and Rule 45 promulgated 
thereunder regarding certain proposed transactions. 
All interested persons are referred to the 
post-effective amendment to the application- 


declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


By orders in this proceeding dated June 5, 1978, and 
August 15, 1978 (HCAR Nos. 20578 and 20674), 
Consolidated was authorized to issue and sell short- 
term notes to banks and commercial paper and to 
provide financing for certain of its subsidiary 
companies. Pursuant to the post-effective amend- 
ment, Consolidated now proposes to make, from time 
to time up to May 31, 1979, additional open account 
advances aggregating up to $10,000,000 to CNG 
Producing Company in excess of the $4,000,000 of 
advances authorized in the Commission’s order of 
June 5, 1978, for working capital requirements. Such 
advances may be made, repaid, and remade as 
requested by the treasurer of such subsidiary 
company, upon letter agreement that such open 
account advances will be repaid on or before a date 
not more than one year from the date of the first 
advance, with interest at substantially the same 
effective rate of interest as the related commercial 
paper or bank borrowings by Consolidated. 


Consolidated further intends to make long-term loans, 
aggregating $9,500,000 in excess of the $27,000,000 
authorized in the aforesaid order of June 5, 1978, to 
CNG Producing Company for the purpose of partially 
financing its 1978 capital expenditures for exploration 
and development of Gulf offshore leases as called for 
from time to time in 1978 by the treasurer of such 
subsidiary company. Consolidated will finance these 
loans from its own internal cash generation. 
Accordingly, CNG Producing Company proposes to 
issue to Consolidated and Consolidated proposes to 
acquire $9,500,000 principal amount of nonnegotiable, 
long-term notes bearing interest at the rate of 8.25% 
per annum, which rate is predicated on and substan- 
tially equal to the effective cost of money to Consoli- 
dated through the issuance and sale by Consolidated 
of its 8-1/8% debentures due June 1, 1997, issued in 
1977, such interest to be paid semi-annually. The 
notes will mature as follows: $600,000 in each year 
1983 to 1997, inclusive, and $500,000 in 1998. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. It is requested that authori- 
zation be granted to file certificates pursuant to Rule 
24 on a quarterly basis. 


Due notice of the filing of said post-effective amend- 
ment to the application-declaration has been given in 
the manner prescribed in Rule 23 promulgated under 
the. Act (HCAR No. 20748), and no hearing has been 
requested of or ordered by the Commission. Upon the 
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basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application-declaration, as 
amended by said post-effective amendment, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended by said post-effective 
amendment, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that the time for 
filing the certification thereunder is extended so as to 
allow filing on a quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant te delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20797/November 28, 1978 


In the Matter of 


COLONIAL GAS ENERGY SYSTEM 
Lowell, Massachusetts 


LOWELL GAS COMPANY 
Lowell, Massachusetts 


Long term debt 
Preferred stock 
Common stock 

Retained earnings 
Capital stock expense* - 
$28,091 


“Estimate 
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CAPE COD GAS COMPANY 
Hyannis, Massachusetts 


(70-6177) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
CUMULATIVE CONVERTIBLE PREFERRED STOCK 
BY PARENT AND ISSUANCE AND SALE OF 
COMMON STOCK TO PARENT BY SUBSIDIARIES; 
EXEMPTION FROM COMPETITIVE BIDDING 


Colonial Gas Energy System (“Colonial”), a registered 
holding company, Lowell Gas Company (“Lowell”), 
and Cape Cod Gas Company (‘‘Cape Cod”), public 
utility subsidiaires of Colonial, have filed a joint 
declaration and an amendment thereto with this 
Commission pursuant to Sections 6 and 7 of the 
Public Utility Holding Company Act of 1935 (‘‘Act”), 
and Rule 50(a)(5) promulgated thereunder regarding 
the proposed transactions. 


On October 7, 1977, Colonial filed an application for 
an unqualified exemption under Section 3(a)(1) of the 
Act. (File No. 31-763). Its application for exemption is 
pending. As a result of discussions subsequent to the 
filings of Colonial’s application, the Division of 
Corporate Regulation (‘‘Division”) and Colonial have 
agreed by Stipulation and Agreement (“Stipulation”) 
dated January 26, 1978, that, pending the develop- 
ment of a plan of financial simplification or recapitali- 
zation by Colonial appropriate to the requirements for 
exemption under Section 3(a)(1), Colonial would 
register as a public utility holding company under 
Section 5(a) for certain limited purposes. On February 
2, 1978, pursuant to the Stipulation, Colonial filed the 
required notification of registration under Section 5(a) 
of the Act for the limited purpose of complying with 
the provisions of Sections 6, 7 and 12(b) of the Act. 


Colonial’s corporate capital structure, as of August 
31, 1978, and pro forma, is shown in the following 
table: 


31.26 

6.05 
36.23 
26.46 


100.00 





Colonial proposes to issue and sell cumulative 
convertible preferred stock (‘‘Preferred Stock’’) 
through a negotiated sale to underwriters who will 
make a public offering thereof. It is proposed that the 
aggregate public offering price will be approximately 
$5,550,000. The proposed issuance and sale of 
preferred stock is a step toward the financial rehabili- 
tation of the Colonial system. Colonial proposes to 
use the next proceeds derived from such sale to 
purchase common stock of its public utility subsidi- 
aries, Lowell and Cape Cod, for an aggregate 
purchase price of approximately $3,100,000 and to 
redeem: 212,500 outstanding shares of its existing 
preferred stock at a redemption price of $1,700,000 
plus an amount equal to the dividends accrued 
thereon. Any balances of such net proceeds wil! be 
added to Colonial’s working capital. Lowell and Cape 
Cod are seeking authorization to issue an=' sel! such 
common stock to Colonial. Cape Cod ant “Lowell have 
applied for authorization to issue and se!! 33,150,000 
and $4,900,000, respectively, of thei: first mortgage 
bonds to institutional investors pursuant to private 
offerings. These transactions, which will be the 
subject of further proceedings (File No. 70-6221), are 
contingent upon the purchase of the additional 
subsidiary common stock dealt with herein. The terms 
of the Preferred Stock, including the terms of conver- 


Annual Earnings Available 
for Common Stock 


Per Share 
Range 





$2,250,000 - $2,499,000 
$2,500,000 - $2,750,000 
Over $2,750,000 


$1.87-$2.07 
2.08- 2.28 
Above $2.28 


The restricted shares would share pro rata in any 
dividends paid above $1.32 in any year, whether or not 
the specified earnings level is reached. 


The $1.7 million of existing preferred stock to be 
redeemed is entitled to quarterly cumulative preferred 
dividends at the rate of 12% per annum. It is held by 
F. L. Putnam Securities, Inc. (“Securities”), an 
affiliate, and pledged by Securities to secure a bank 
loan now $1,594,000 payable on demand, obtained to 
purchase the original issue of the preferred stock from 
Colonial. These loans are also secured by 300,412 
shares (approximately 25%) of the common stock of 
Colonial, owned by affiliates. The pledge banks have 
not consented to the exiension to 1988 of the dividend 
waiver on those shares and the consent of the holders 
to such extension is predicated on retirement of these 
bank loans through redemption of the preferred stock. 


sion, will be filed by post-effective amendment. 


Colonial became‘a publicly held corporation in 
November 1975, when it sold 495,000 shares of 
common stock at a public offering price of $12 a 
share. Its common stock is presently held by 1,700 
shareholders. Prior to that time, Colonial’s common 
stock was held for many years by six individuals. In 
connection with the public issuance of common 
stock, the six existing shareholders agreed to a 
restriction through the year 1980 on dividends paid 
upon their shares, which restriction will be extended 
through 1988 on completion of the sale of the 
preferred stock. The restriction presently applies to 
703,900 common shares but may be reduced to 
638,100 shares, 53% of the common now 
outstanding. 


in substance, the restriction limits the dividend on 
each affected common share to 45 cents in each year 
in which the public common shares receive dividends 
of less than $1.32. Provision is made for restoration of 
the waived dividends for any year in which 
consolidated earnings available for common stock 
exceed specified amounts, as stated in the following 
table: 


Total 
Dividend 


Maximum Per Share 
Restoration 





$29 
58 
-87 


$ .74 
1.03 
1.32 


Colonial has been paying dividends at the annual rate 
of $1.32 on the public shares and $.45 on the shares 
affected by the waiver since the public offering in 
1975. The $1,948,000 of common dividends paid in the 
two years 1976 and 1977 represented $864,000 to 
reported earnings available for common stock in those 
years and $1,084,000 drawn from prior retained 
earnings. Its reported earnings available for common 
stock for the 12 months ended August 31, 1978, 
amounted to $951,000 compared to $977,000 of 
common dividends paid in the same period. 


Colonial states that a common stock offering would 
not be justified at this time, but that the proposed 
offering of convertible preferred stock is a feasible 
method of obtaining the additional common equity 
which its subsidiaries require. It states that this 
common equity will permit the subsidiaries to sell 
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senior securities to reduce the subsidiaries’ 
short-term debt to a manageable level. It considers 
such subsidiary financing an essential condition 
precedent to further improvement of the system’s 
capital structure. 


Colonial requests, pursuant to Rule 50(a)(5), an 
exception from the competitive bidding requirements 
of Rule 50 on the ground that the unusual character- 
istics of the proposed financing make it unlikely that 
the procedure specified in Rule 50(b) would produce 
competitive bids for the securities offered. 


The record is incomplete with respect to the fees, 
expenses, and commissions incurred or to be incurred 
in connection with this proposal. It is stated that in 
the event the issuance of the Preferred Stock is not 
consummated, Colonial will reimburse the under- 
writers, in an amount not to exceed $40,000, for legal 
fees incurred. No state or federal commission, other 
than this Commission, has jurisdiction over the 
proposed issue and sale of Preferred Stock. The 
Massachusetts Department of Public Utilities has 
approved the proposed issue and sale of common 
stock by Lowell and Cape Cod. No other state or 
federal commission has jurisdiction over such 
proposed issue and sale of common stock. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20583), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the terms of the 
Preferred Stock, including the terms of conversion, 
and with respect to the fees, expenses, and commis- 
sions to be paid or incurred in connection with the 
proposed transactions. 


For the Commission, by its Secretary, pursuant to 
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delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20798/November 29, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 6001/November 29, 1978 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20799/November 29, 1978 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-6232) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 


FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 


Electric Company (“I&M’’), an electric utility 
subsidiary of American Electric Power Company, Inc. 
(“AEP”), a registered holding company, has filed with 
this Commission an application pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Section 6(b) of the Act and Rule 50 
promulgated thereunder as applicable to the proposed 
transaction. All interested persons are referred to the 
application, which is summarized below, for a 
complete statement of the proposed transaction. 


i&M proposes to issue and seli, subject to the 
competitive bidding requirements 0: Rule 50 under the 
Act, up to $100,000,000 aggregate principal amount of 





its first mortgage bonds of a new series (“Bonds”), 
having a maturity of not less than 5 nor more than 30 
years. The interest rate (which will be expressed in a 
multiple of 1/8 of 1%) and the price to be paid to 1&M 
for the Bonds (which will not be less than 99% nor 
more than 102 3/4%) will be determined by 
competitive bidding. None of the Bonds may be re- 
deemed prior to five years from the date of issuance 
if such redemption is for the purpose of refunding 
such Bonds through the use, directly or indirectly, of 
borrowed funds at an effective interest cost less than 
the effective interest cost of the Bonds. 


It is stated that the Bonds will not be issued and sold, 
however, unless 1&M shall receive prior to such sale 
one or more cash capital contributions in an 
aggregate amount of $25,000,000 from AEP. The 
making of such cash capital contributions by AEP is 
the subject of a separate application before this 
Commission (File No. 70-6082). 


The proceeds from the sale of the Bonds will be used 
by 1&M to repay unsecured short-term indebtedness 
(which aggregated $93,740,000 at November 1, 1978, 
and is expected to be not less than $100,000,000 at 
the time of sale of the Bonds) and to reimburse its 
treasury for expenditures incurred in connection with 
its construction program. !&M estimates its 1979 
construction expenditures will total approximately 
$230,172,000 (exclusive of estimated 1979 construc- 
tion costs of $22,423,000 of its generating subsidiary). 


The fees and expenses to be incurred in connection 
with the proposed transaction will be filed by amend- 
ment. It is stated that the Public Service Commission 
of Indiana and the Michigan Public Service 
Commission have jurisdiction over the proposed 
transaction and that no other state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 27, 1978, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application which he desires to controvert; or 
he may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date the appli- 


cation, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules 


‘and Regulations promulgated under the Act, or the 


Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20800/November 29, 1978 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 


(70-5995) 


ORDER RELEASING JURISDICTION OVER FEES AND 
EXPENSES 


Ohio Power Company (“Ohio Power”), an electric 
utility subsidiary of American Electric Power 
Company, Inc., a registered holding company, has 
filed with this Commission a post-effective amend- 
ment to its application-declaration previously filed 
and amended in this matter pursuant to Sections 9(a) 
and 12(d) of the Public Utility Holding Company Act 
of 1935 (“Act”) and Rule 44(b)(3) promulgated there- 
under concerning the following matter. 


By order dated June 6, 1977 (HCAR No. 20068), Ohio 
Power was authorized to enter into transactions 
concerning the financing of up to $50,000,000 of 
pollution control facilities. Jurisdiction was reserved 
with respect to the fees and expenses to be paid by 
Ohio Power in connection with the proposed trans- 
actions. 


By post-effective amendment it is stated that the fees 
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and expenses to be incurred by Ohio Power in 
connection with the proposed transactions are 
estimated at $58,155.23, including legal fees of 
$30,000 and printing expenses of $4,500. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that said application-declaration, as 
amended by said post-effective amendment, be 
granted and permitted to become effective and that 
the jurisdiction heretofore reserved over fees and 
expenses be released: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendment, be, and it hereby is, granted 
and permitted to become effective under the Act, and 
that the reservation of jurisdiction with respect to fees 
and expenses previously ordered be, and it hereby is, 
released. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
ccretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20801/November 29, 1978 


In the Matter of 


MISSISSIPPI POWER COMPANY 
P.O. Box 4079 
Gulfport, Mississippi 39501 


(70-6216) 
ORDER AUTHORIZING ISSUANCE AND SALE OF 


FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


Mississippi Power Company (‘‘Mississippi’’), an 
electric utility subsidiary of The Southern Company, a 
registered holding company, has filed an application 
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with this Commission pursuant to Sections 6(b) and 7 
of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50 promulgated thereunder regarding 
the following proposed transaction. 


Mississippi proposes to issue up to $10,000,000 
principal amount of its first mortgage bonds of a 
series having a term of not less than 5 years nor more 
than 30 years (“new Bonds”), and to sell the new 
Bonds at competitive bidding for the best price 
obtainable but for a price to Mississippi of not less 
than 98% nor more than 101-3/4% of the principal 
amount thereof, plus accrued interest. 


The new Bonds will be issued under the Indenture 
dated as of September 1, 1941, between Mississippi 
and Morgan Guaranty Trust Company of New York, as 
Trustee, as heretofore supplemented by various 
indentures supplemental thereto, and as to be further 
supplemented by a Supplemental Indenture to be 
dated as of December 1, 1978. 


It is difficult to determine, under present bond market 
conditions, whether it would be more advantageous to 
Mississippi to sell new Bonds having a 30-year or 
some shorter term. It is proposed, therefore, that 
Mississippi decide on the term of the new Bonds after 
the date of public invitation for proposals and then 
notify prospective bidders by telephone, confirmed in 
writing, of its decision, not less than 72 hours prior to 
the time of the bidding. 


Mississippi proposes to use the proceeds from the 
sale of the new Bonds, along with other funds, in 
financing its 1978 construction costs, estimated at 
July, 1978, to be $42,597,000, and to reduce notes 
payable. 


The fees, commissions and expenses to be incurred in 
connection with the proposed transaction are esti- 
mated at $114,000, including printing and document 
preparation expenses of $40,000, legal fees of 
$25,000, trustee’s charges of $12,000 and fees of 
accountants of $10,500. It is stated that no other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20735), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 





and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application, as amended, be granted: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted, effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rules 24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 519/November 28, 1978 


The Securities and Exchange Commission has issued 
an order under Subsection 304(c) of the Trust 
Indenture Act of 1939 (“Act”), on application of Public 
Service Electric and Gas Company, exempting its 
First and Refunding Mortgage Bonds, Series J due 
2008 from provisions of Subsection 316(a)(1) of the 
Act. 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10490/November 27, 1978 


In the Matter of 

ST. PAUL LIFE FUND, INC. 
P.O. Box 43284 

St. Paul, MN 55164 


(811-2406) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE A 
AN INVESTMENT COMPANY 


St. Paul Life Fund (‘Applicant’), an open-end 
diversified management company registered under the 
Investment Company Act of 1940 (the “Act”), filed an 
application on October 23, 1978, for an order of the 
Commission declaring that Applicant, which sold all 
of its assets to St. Paul Capital Fund, Inc. on 
September 25, 1978, has ceased to be an investment 
company as defined in the Act. 


On October 31, 1978, a notice (Investment Company 
Act Release No. 10459) was issued of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been 
filed, and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the applicant has ceased to be an investment com- 
pany. Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of St. Paul Life Fund, Inc. under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10491/November 27, 1978 


In the Matter of 

PUTNAM CONVERTIBLE FUND, INC. 
PUTNAM EQUITIES FUND, INC. 

THE GEORGE PUTNAM FUND OF BOSTON 
THE PUTNAM GROWTH FUND 
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PUTNAM HIGH YIELD TRUST 

THE PUTNAM INCOME FUND, INC. 
PUTNAM INVESTORS FUND, INC. 
PUTNAM OPTION INCOME TRUST 
PUTNAM TAX EXEMPT INCOME FUND 
PUTNAM VISTA FUND, INC. 


PUTNAM VOYAGER FUND, INC. 


and 


PUTNAM FUND DISTRIBUTORS, INC. 
265 Franklin Street 
Boston, Massachusetts 02110 


(812-4367) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN EXEMPTION 
FROM SECTION 22(d) AND RULE 22d-1 


NOTICE IS HEREBY GIVEN that Putnam Convertible 
Fund, Inc., Putnam Equities Fund, Inc., The George 
Putnam Fund of Boston, The Putnam Growth Fund, 
Putnam High Yield Trust, The Putnam Income Fund, 
Inc., Putnam Investors Fund, Inc., Putnam Option 
Income Trust, Putnam Tax Exempt Income Fund, 
Putnam Vista Fund, Inc., and Putnam Voyager Fund, 
Inc. (collectively, ‘“Funds’’), and Putnam Fund 
Distributors, Inc. (“Distributors”) (collectively, “Appli- 
cants”), filed an application on September 13, 1978, and 
an amendment thereto on October 26, 1978, for an order, 
pursuant to Section 6(c) of the Investment Company Act 
of 1940 (‘‘Act”), exempting Applicants from the pro- 
visions of Section 22(d) of the Act and Rule 22d-1 there- 
under to the extent necessary to permit sales of the 
Funds’ securities at net asset value to Putnam Affiliated 
Employees, as defined below, who are participants in a 
non-tax qualified employee benefit plan. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein, which are summarized below. 


The Funds are each registered under the Act as diversi- 
fied, open-end management investment companies and 
are organized as corporations or established as 
Massachusetts business trusts under Massachusetts 
law. The Funds are currently engaged in continuous 
public offerings of their shares through Distributors, as 


306/SEC DOCKET 


principal underwriter, at public offering prices equal to 
net asset value plus a sales charge. 


Distributors, a Massachusetts corporation, is a wholly- 
owned subsidiary of Marsh & McLennan Management 
Company, aholding company whose other subsidiaries 
include the Putnam Management Company, inc. 
(“Putnam Management”), which serves as investment 
manager for the Funds, Putnam Administrative Services 
Company, Inc., the Funds’ shareholder servicing agent, 
and Putnam Advisory Services, Inc., Putnam Capital 
Services, Inc., and The Putnam Advisory Company, 
Inc., which provide investment management and related 
services to clients other than mutual funds (Marsh & 
McLennan Management Company and its subsidiaries 
which provide investment management and related 
services including any acquired or formed subsequent 
to the date of this application are hereinafter referred to 
as the “Marsh & McLennan Management Companies”). 
Two subsidiaries of Marsh & McLennan Management 
Company, Landauer Associates, Inc., which engages in 
real estate consulting, and Victor O. Schinner & 
Company, Inc., which engages in insurance manage- 
ment and underwriting, are not included as Marsh & 
McLennan Management Companies. As of September 
1, 1978, the employees of Marsh & McLennan Manage- 
ment Companies totaled approximately 325 (employees 
of Marsh & McLennan Management Companies are 
hereinafter referred to as ‘Putnam Affiliated 
Employees”). Marsh & McLennan Management 
Company is a wholly-owned subsidiary of Marsh & 
McLennan Companies, Inc., a publicly owned holding 
company whose other principal subsidiaries are inter- 
national insurance brokers and employee benefit 
consultants. 


Applicants propose to permit those Putnam Affiliated 
Employees participating in an employee benefit plan 
(“Plan”) sponsored by the employers constituting 
Marsh & McLennan Management Companies to 
purchase shares of the Funds at net asset value. 
Applicants state that participating Putnam Affiliated 
Employees will be able to invest in the Plan (1) by payroll 
deduction in the amount of $25 or more for each invest- 
ment, (2) through automatic periodic bank checking 
account withdrawal plans in the amount of $25 or more 
for each investment, and (3) by investment at any time in 
the amount of $50 or more sent directly from the parti- 
cipant to Distributors provided the participant has 
invested at least $500 in shares of the Fund in which the 
participant seeks to invest, regardless of whether such 
investment was made pursuant to the Plan. 


Distributions on Fund shares acquired under the Plan 
would be reinvested at net asset value in shares of such 
Fund. Applicants also state that participants will agree 
not to resell Fund shares acquired through their partici- 





pation in the Plan except by repurchase or redemption 
by or for the account of the Fund issuing such shares. 


Applicants assert that no individual or in-person group 
sales solicitations or presentations concerning the Plan 
will be made. According to the application, all Putnam 
Affiliated Employees will receive, at least annually, 
notice from their employers concerning the Plan. This 
notice, which will be furnished at the expense of such 
employers, will identify the various Funds, describe 
their investment objectives, indicate that investments in 
the Plan would be at net asset value and detail the pay- 
roll deduction and other ways in which investments 
could be made. This notice would also indicate that 
additional information concerning the Plan and the 
Funds could be obtained from Distributors and would 
inform employees of the availability of prospectuses of 
the Funds from the employers. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company shall sell any 
redeemable security issued by it to any person except 
either to or through a principal underwriter for distri- 
bution or at a current public offering price described in 
the prospectus, and, if such class of security is being 
currently offered to the public by or through an under- 
writer, no principal underwriter of such security and no 
dealer shall sell any such security to any person excepta 
dealer, a principal underwriter, or the issuer, except at a 
current public offering price described in the prospec- 
tus. Rule 22d-1 permits reductions in or eliminations of 
the sales load charged upon the sale of shares under 
certain circumstances. Applicants submit that the sale 
of Fund shares to Putnam Affiliated Employees at net 
asset value under the Plan may conflict with the pro- 
visions of Section 22(d) of the Act and Rule 22d-1 there- 
under. 


Applicants argue that while Rule 22d-1(i) permits sales 
without any sales charge to certain employees of 
affiliated persons of the Funds, this would not be avail- 
able to employees of Marsh & McLennan Management 
Companies, except for employees of Distributors and 
Putnam Management. Applicants also claim that an 
argument may be made that purchases of Fund shares 
at net asset value by Putnam Affiliated Employees under 
the Plan are permitted by Rule 22d-1(f), which permits 
elimination of sales charges upon the sale pursuant toa 
uniform offer described in the prospectus and made to 
employee benefit plans not qualified under Section 401 
of the Internal Revenue Code provided such non- 
qualified plans satisfy uniform criteria relating to the 
realization of economies of scale in sales effort and 
sales-related expenses. Applicants submit it is not 
clear, however, that net asset value sales to the Putnam 
Affiliated Employees covered by the Plan would meet 
the “uniform offer” requirement of Rule 22d-1(f) and 


have determined to seek an exemption from Section 
22(d) of the Act and the rules thereunder, pursuant to 
Section 6(c) of the Act. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security or transaction, or any class or classes of 
persons, securities, or transactions, from any provision 
of the Act or of any rule thereunder, if and to the extent 
that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


Applicants submit that investment by Putnam 
Affiliated Employees pursuant to the Plan in shares of 
the Funds at net asset value is supported by policy 
considerations, that such sales should result in 
demonstrable economies in sales effort and sales 
related expense as compared with other sales and 
would not be unjustly discriminatory, and that the 
grant of the exemption requested by the application is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes of Section 22(d) of the Act. Applicants 
further submit that the affiliation of the Funds’ 
principal underwriter and investment manager to the 
other Marsh & McLennan Management Companies is 
the basis for a unique relationship of the Marsh & 
McLennan Management Companies to the Funds 
which can be expected to resuit in economies of sales 
effort and sales related expenses that justifies elimi- 
nation of all sales charges on Fund shares purchased 
by participants in the Plan without discrimination 
against other employee benefit plans or other 
purchasers of Fund shares. 


According to the application, features of the plan 
which are expected to give rise to economies of scale 
in sales effort and sales related expense are: (1) there 
will not be any personal solicitation of participants by 
Distributors, its representatives or other broker- 
dealers; (2) employees purchasing shares through pay- 
roll deduction will have shares purchased for their 
accounts at each payroll date with payment for such 
shares being made by a single check; (3) distributions 
on Fund shares will be automatically reinvested in 
additional Fund shares; and (4) all eligible employees 
will receive at least annually, at the expense of their 
employers, notice of the availability of the Plan. 
Applicants believe that such investments promote 
employee incentive, good will, and loyalty. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 22, 1978, at 5:30 
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p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law pro- 
posed to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10492/November 27, 1978 


In the Matter of 


COMBINED SECURITIES FUND, INC. 
300 West Osborn Road 
Phoenix, Arizona 85011 


(811-1564) 
ORDER PURSUANT TO SECTION 8(f) OF THE ACT 


DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Combined Securities Fund, Inc. (‘‘Applicant’’), 
registered under the Investment Company Act of 1940 
(“Act”) as an open-end, diversified management 
investment company, filed an application on 
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September 22, 1978, pursuant to Section 8(f) of the 
Act, for an order declaring that Applicant has ceased to 
be an investment company as defined by the Act. 


On October 31, 1978, a notice (Investment Company 
Act Release No. 10460) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Combined Securities Fund, Inc. 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10493/November 27, 1978 


in the Matter of 


- NUVEEN TAX-EXEMPT BOND FUND MEDIUM-TERM 


(SERIES 1 AND SUBSEQUENT SERIES) 


and 


JOHN NUVEEN & CO., INCORPORATED 
209 South LaSalle Street 
Chicago, IIlinois 60604 


(812-4009) 


ORDER AMENDING A PREVIOUS ORDER GRANTING 
EXEMPTION PURSUANT TO SECTION 6(c) OF THE 
ACT FROM THE PROVISIONS OF SECTION 14(a) OF 
THE ACT AND RULE 19b-1 UNDER THE ACT. 





On October 27, 1978, a notice was issued (Investment 
Company Act Release No. 10456), of an application 
filed on October 17, 1978, by Nuveen Tax-Exempt 
Bond Fund Medium-Term (Series 1 and Subsequent 
Series) (the “Fund”), a unit investment trust regis- 
tered under the Investment Company Act of 1940 
(“Act”), and its sponsor, John Nuveen & Co., 
Incorporated (hereinafter the Fund and the Sponsor 
are collectively referred to as “Applicants”) requesting 
an order of the Commission amending an earlier order 
of the Commission dated September 14, 1976 (Invest- 
ment Company Act Release No. 9437). That order, 
pursuant to Section 6(c) of the Act, exempted Appli- 
cants from the provisions of Section 14(a) of the Act 
and exempted the frequency of the distributions of 
capital gains by the Fund from the provisions of Rule 
19b-1 under the Act. 


The notice gave interested persons an oprortunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
granting of the requested exemptions is appropriate in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT iS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for amendment of the Commis- 
sion’s order dated September 14, 1976, contained in 
Investment Company Act Release No. 9437, to the 
extent requested, be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10494/November 27, 1978 


In the Matter of 


THE MEDIA INVESTMENT COMPANY 
1100 Central Trust Tower 
Cincinnati, Ohio 45202 


(811-493) 


ORDER PURSUANT TO SECTION 8&(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY. 


On October 27, 1978, a notice was issued (investment 
Company Act Release No. 10454) of an application 
filed on August 14, 1978, and of an amendment 
thereto filed on September 26, 1978, pursuant to 
Section 8(f) of the Investment Company Act of 1940 
(“Act”) for an order of the Commission declaring that 
The Media Investment Company (“Media”) has ceased 
to be an investment company as defined by the Act. 
Media is registered under the Act as a closed-end, 
non-diversified management investment company. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered 
a hearing. 


The matter has been considered, and it is found that 
Media has ceased to be an investment company as 
defined by the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of The Media Investment 


Company under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10495/November 28, 1978 


SEE 
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SECURITIES ACT OF 1933 
Release No. 6000/November 28, 1978 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10496/November 28, 1978 


In the Matter of 


MONEY POOLERS INCOME TRUST 
518 Beach 140th Street 
New York, New York 11694 


(811-2523) 


ORDER PURSUANT TO SECTION 8(f) OF THE 
INVESTMENT COMPANY ACT OF 1940 DECLARING 
THAT THE APPLICANT HAS CEASED TO BE AN 
INVESTMENT COMPANY. 


On October 23, 1978, a notice was issued (Investment 
Company Act Release No. 10449) stating that Money 
Poolers Income Trust (“Applicant”), registered under 
the Investment Company Act of 1940 (“Act”) as an 
open-end, diversified management investment com- 
pany, filed an application on November 28, 1977, and 
an amendment thereto on September 25, 1978, 
pursuant to Section 8(f) of the Act for an order of the 
Commission declaring that the Applicant has ceased 
to be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the Applicant has ceased to be an_ investment 
company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Money Poolers Income Trust 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10497/November 28, 1978 


In the Matter of 


CLAREMONT CAPITAL CORPORATION 
Suite 258 

810 Third Avenue 

Seattle, Washington 98104 


and 


ALLEN H. PARKINSON 
4020 Birch Street, Suite 201 
Newport Beach, California 92660 


(812-4302) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM 
THE PROVISIONS OF SECTION 17(a) OF THE ACT. 


On November 1, 1978, a notice was issued 
(Investment Company Act Release No. 10462) on an 
application filed on May 2, 1978, and an amendment 
thereto on September 18, 1978, by Claremont Capital 
Corporation (“Claremont”), registered under the 
Investment Company Act of 1940 (“Act”) as a closed- 
end, non-diversified management investment com- 
pany, and Allen H. Parkinson (“Parkinson”) (herein- 
after collectively, “Applicants”) pursuant to Section 
17(b) of the Act. The application requested an order of 
the Commission exempting from the provisions of 
Section 17(a) of the Act the proposed sale by Clare- 
mont and purchase by Parkinson of 237,500 shares of 
Infoton Incorporated (‘“‘Infoton’’) common stock 
currently held by Claremont. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered and it is found, on 
the basis of the information stated in the application, 
that the terms of the proposed transaction, including 
the consideration to be paid or received, are reason- 
able and fair and do not involve overreaching on the 
part of any person concerned, and that the proposed 
transaction is consistent with the policies of Clare- 
mont and with the general purposes of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed sale by Claremont and the purchase 





by Parkinson of 237,500 shares of Infoton common 
stock be, and hereby is, exempted from the provisions 
of Section,17(a) of the Act, effective forthwith. 


By the Commission. 


George A. Fitzsi: ‘mons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10498/November 28, 1978 


In the Matter of 
INSURED MUNICIPALS-INCOME TRUST 
INVESTORS’ CORPORATE-INCOME TRUST 


INVESTORS’ GOVERNMENTAL SECURITIES-INCOME 
TRUST 


VAN KAMPEN SAUERMAN, INC. 


DAIN, KALMAN & QUAIL, INC. 


C/O VAN KAMPEN SAUERMAN, INC. 
208 South LaSalle Street 
Chicago, Illinois 60604 


(812-4226) 


ORDER AMENDING A PREVIOUS ORDER GRANTING 
EXEMPTIONS FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT PURSUANT TO SECTION 6(c) OF 
THE ACT AND PERMITTING AN OFFER OF 
EXCHANGE PURSUANT TO SECTION 11 OF THE 
ACT. 


On October 27, 1978, a notice was issued (Investment 
Company Act Release No. 10455) of an application 
filed on September 22, 1978, and an amendment 
thereto on October 26, 1978, by Insured Municipals- 
Income Trust, Investors’ Corporate-income Trust (the 
“Corporate Fund”), Investors’ Governmental Securi- 
ties-Income Trust, registered under the investment 
Company Act of 1940 (“Act”) as unit investment trusts 
(collectively referred to herein as the “Funds”), their 
sponsor, Van Kampen Sauerman, Inc., and a co- 
sponsor of the Corporate Fund, Dain, Kalman & Quail, 
Inc., requesting an order of the Commission amend- 


ing an earlier order of the Commission dated October 
17, 1978 (Investment Company Act Release No. 
10442), which earlier order amended an order of the 
Commission dated January 31, 1978 (investment 
Company Act Release No. 10109). These orders 
pursuant to Section 6(c) of the Act exempted from the 
provisions of Section 22(d) of the Act the offer and 
sale of units of the Funds pursuant to a conversion 
option (the “Plan”), and pursuant to Section 11 of the 
Act permitted the Funds to offer their units at net 
asset value plus a fixed dollar sales charge under the 
Plan. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
granting of the requested exemption is appropriate in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Sections 6(c) and 11 of 
the Act, that the application for amendment of the 
Commission’s order dated October 17, 


1978, 
contained in Investment Company Act Release No. 
10442, to the extent requested, be, and hereby is, 
granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10499/November 29, 1978 


In the Matter of 


WASHINGTON NATIONAL FUND, INC. 
Westminster at Parker 
Elizabeth, New Jersey 07207 


(811-1901) 
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ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Washington National Fund, Inc. (“Applicant”), a 
Delaware corporation registered under the Investment 
Company Act of 1940 (“Act”) as an open-end, diversi- 
fied, management investment company, filed an appli- 
cation on October 5, 1978, pursuant to Section 8(f) of 
the Act, for an order of the Commission declaring that 
Applicant has ceased to be an investment company as 
defined in the Act. 


On November 1, 1978, a notice (Investment Company 
Act Release No. 10465) was issued of the filing of 
said application. The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the application would be issued as of 
course, unless a hearing should be ordered. No request 
-for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT iS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Washington National Fund, 
Inc. under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10500/November 29, 1978 


In the Matter of 

ANCHOR INCOME FUND, INC. 

Westminster at Parker 

Elizabeth, New Jersey 07207 

(811-34) 

ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT THE APPLICANT HAS CEASED 
TO BE AN INVESTMENT COMPANY 
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Anchor Income Fund, Inc. (“Applicant”), a Delaware 
corporation registered under the Investment Company 
Act of 1940 (“‘Act’’) as a diversifed, open-end — 
management company, filed an application on 
October 5, 1978, pursuant to Section 8(f) of the Act, 
for an order of the Commission declaring that 
Applicant has ceased to be an investment company as 
defined in the Act. 


On November 1, 1978, a notice was issued (Invest- 
ment Company Act Release No. 10466) of the filing of 
said application. The notice gave interested persons 
an opportunity to request a hearing, and stated that 
an order disposing of the application would be issued 
as of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the Applicant has ceased to be an investment com- 
pany. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Anchor Income Fund, Inc. 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10501/November 30, 1978 


In the Matter of 
DREYFUS LIQUID ASSETS, INC. 


767 Fifth Avenue 
New York, New York 10022 


(812-4384) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
RULES 2a-4 AND 22c-1 UNDER THE ACT 


On November 3, 1978, a notice was issued (Invest- 
ment Company Act Release No. 10467) of an appli- 
cation filed on October 19, 1978, with amendments 





thereto filed on October 31, 1978, and November 3, 
1978, by Dreyfus Liquid Assets, Inc. (“Applicant”), a 
no-load, open-end diversified management investment 
company registered under the Investment Company 
Act of 1940 (“Act”), pursuant to Section 6(c) of the 
Act for an order of exemption from the provisions of 
Rules 2a-4 and 22c-1 under the Act to the extent 
necessary to permit Applicant to compute its price per 
share for the purposes of sales and redemptions of its 
shares, to the nearest one cent on a share value of 
one dollar. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Rules 2a-4 and 22c-1 under the Act, to the extent 
requested, be and hereby is, granted, effective forth- 
with, subject to the following conditions to which 
Applicant has consented: 


1. Applicant’s Board of Directors, in 
supervising Applicant’s operations and 
delegating special respensibilities involv- 
ing portfolio management to Applicant’s 
investment adviser, undertakes—as a parti- 
cular responsibility within its overall duty 
of care owed to the shareholders of Appli- 
cant—to assure to the extent reasonably 
practicable, taking into account current 
market conditions affecting Applicant’s 
investment objectives, that Applicant’s 
price per share as computed for the 
purpose of sales and redemptions, rounded 
to the nearest cent, will not deviate from 
one dollar. 


2. Applicant will maintain a dollar- 
weighted average portfolio maturity ap- 
propriate to its objective of maintaining a 
stable price per share. Applicant will not 
purchase a portfolio security with a remain- 
ing maturity of greater than one year, nor 
will it maintain a dollar-weighted average 
portfolio maturity in excess of 120 days. 


3. Applicant will invest in a portfolio of 
money market instruments consisting 
exclusively of marketable securities issued 
or guaranteed by the Government of the 
United States or its agencies or instru- 
mentalities (whether or not subject to 
repurchase agreements), domestic bank 
certificates of deposit, bankers’ accept- 
ances and high grade commercial paper. 
investments in bank certificates of deposit 
and bankers’ acceptances are limited to 
domestic banks having total assets in 
excess of one billion dollars. Applicant will 
enter into repurchase agreements only with 
banks which are subject to regulation by 
the U.S. Government and with respect to 
securities of the U.S. Government or its 
agencies. The commercial paper purchased 
by Applicant will consist only of direct 
obligations (i) rated Prime-1 by Moody’s 
Investors Service, Inc. or A-1 by Standard & 
Poor’s Corporation, or (ii) issued by 
companies having an outstanding un- 
secured debt issue currently rated Aa or 
better by Moody’s Investors Service, Inc. or 
AA or better by Standard & Poor’s Corpora- 
tion. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10502/November 30, 1978 


In the Matter of 

THE CAPITOL LIFE INSURANCE COMPANY 
and 

THE CAPITOL LIFE SEPARATE ACCOUNT A 
1600 Sherman Street 

Denver, CO 80203 


(812-4383) 


ORDER PURSUANT TO SECTION 11 APPROVING 
OFFER OF EXCHANGE AND PURSUANT TO 
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SECTION 6(c) OF THE ACT GRANTING EXEMPTIONS 
FROM SECTIONS 26(a) AND 27(c)(2) OF THE ACT 


Capitol Life Insurance Company (“Capitol Life”), a 
Colorado stock life insurance company, and Capitol 
Life Separate Account A (“Separate Account”), a 
separate account of Capitol Life, which is registered 
as a unit investment trust under the Investment Com- 
pany Act of 1940 (“Act”) (collectively referred to as 
“Applicants”) filed an application on October 27, 
1978, pursuant to Section 11 of the Act for an order 
approving an offer of exchange and pursuant to 
Section 6(c) of the Act for an order exempting Appli- 
cants from the provisions of Sections 26(a) and 
27(c)(2) of the Act. 


On November 7, 1978, the Commission issued a 
notice of the filing of the application (Investment 
Company Act Release No. 10473). The notice gave 
interested persons the opportunity to request a 
hearing and stated that an order disposing of the 
application would be issued as of course, unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that 
the granting of the requested order and exemption is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Sections 26(a) 
and 27(c)(2) of the Act, to the extent requested, be 
and hereby is, granted effective forthwith, and 


IT 1S FURTHER ORDERED, pursuant to Section 11 of 
the Act, that the proposed exchange offer be 
approved. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10503/November 30, 1978 
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In the Matter of 
COLONIAL TAX-MANAGED TRUST 


and 


COLONIAL MANAGEMENT ASSOCIATES, INC. 
75 Federal Street 
Boston, Massachusetts 02110 


(812-4379) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 11(a) OF THE ACT TO PERMIT AN OFFER 
OF EXCHANGE AND PURSUANT TO SECTION 6(c) 
OF THE ACT FOR AN EXEMPTION FROM SECTION 
22(d) 


NOTICE IS HEREBY GIVEN that Colonial Tax- 
Managed Trust (“Fund”), an open-end, diversified, 
management investment company registered under 
the Investment Company Act of 1940 (“Act”), and 
Colonial Management Associates, Inc. (“CMAI”), the 
investment adviser to and the principal underwriter for 
the Fund (collectively “Applicants”), filed an applica- 
tion on October 18, 1978, and an amendment thereto 
on November 16, 1978, for an order of the 
Commission (1) pursuant to Section 11(a) of the Act, 
permitting the Fund to offer to exchange its shares for 
shares of InterCapital Liquid Asset Fund, Inc. 
(“ICAP”), held in a Colonial Exchange Account on the 
basis of their relative net asset values per share at the 
time of the exchange except for a $5 service charge 
and (2) pursuant to Section 6(c) of the Act, exempting 
Applicants from the provisions of Section 22(d) of the 
Act and the rules thereunder to permit the sale of 
Fund shares through such exchange offers without 
imposition of the customary sales charge. All 
intérested persons are referred to the Application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


Applicants state that CMAI, as principal underwriter 
for the Fund, will maintain a continuous public 
offering of the shares of the Fund at net asset value 
plus a sales charge. Applicants also state that Fund 
shares will be sold with a maximum sales charge of 
8.5% and that no sales charge will be imposed on the 
reinvestment of dividends and capital gains. 


ICAP is an open-end investment company registered 
under the Act. Applicants state that ICAP invests 
primarily in short-term money market instruments, 
acts as distributor of its own shares, and imposes no 
sales or administrative charge in connection with the ° 





sale of its shares. Applicants propose to permit 
certain ICAP shareholders who were formerly share- 
holders of the Fund to reacquire shares of the Fund 
by exchanging their ICAP shares held in the share- 
holder's name at ICAP in a Colonial Exchange 
Account (hereinafter referred to as the “Exchange 
Privilege”). ICAP shares held in a Colonial Exchange 
Account may only be acquired (1) by investing directly 
the net proceeds from a redemption of Fund shares in 
ICAP shares or (2) by reinvesting in ICAP shares 
income dividends and capital gains distributions paid 
on all ICAP shares held in a Colonial Exchange 
Account. Applicants state that ICAP shares acquired 
in any other manner would not qualify for the 
Exchange Privilege. Applicants state that the Fund 
imposes no charge on redemption of its shares and 
that a shareholder of the Fund will be able to redeem 
Fund shares and to purchase shares of ICAP to be 
held in the shareholder’s name at ICAP in a Colonial 
Exchange Account (provided that the investor’s 
minimum initial investment in ICAP shares is $5,000) 
without payment of any redemption or sales charge 
other than a $5 service fee which will be charged by 
Bradford Trust Company of Boston (“Bradford”), the 
Fund’s transfer and shareholder services agent, for 
setting up a shareholder’s Colonial Exchange Account 
at ICAP and for handling all exchanges made pursuant 
to the Exchange Privilege. Applicants represent that 
the customary sales charge described in the 
prospectus of the Fund would not be imposed in 
connection with the exchange of ICAP shares for 
shares of the Fund and that no other charge will be 
imposed by ICAP or by Applicants on such exchange. 


Applicants state that the proposed Exchange Privilege 
will enable any shareholder of the Fund, who redeems 
his shares in the Fund and uses the proceeds of such 
redemption to acquire ICAP shares held in a Colonial 
Exchange Account, to reacquire shares of the Fund 
with the proceeds from the redemption of the ICAP 
shares in the investor’s Colonial Exchange Account 
without incurring the Fund’s customary sales charge. 
A participant in a Colonial Exchange Account may 
exercise the Exchange Privilege at any time by 
instructing ICAP to redeem shares of ICAP held in the 
investor's Colonial Exchange Account and to apply 
the proceeds of the redemption to the acquisition of 
Fund shares. The Exchange Privilege will not be avail- 
able with respect to the proceeds from a redemption 
of ICAP shares that are paid directly to the investor. 
The Fund and ICAP have reserved the right to 
establish a limit on the number of exchanges pursuant 
to the Exchange Privilege that any investor may make 
within a certain period. In addition, the Exchange 
Privilege will be subject to termination by the Fund or 
by ICAP on not less than six months prior written 
notice to holders of ICAP shares in a Colonial 
Exchange Account. The Exchange Privilege will lapse 
for an investor if the investor's account with the Fund 


has a zero share balance for a period of three 
consecutive years. Finally, an investor maintaining a 
Colonial Exchange Account will receive a current 
prospectus both of ICAP and of the Fund, provided 
that the investor remains entitled to exercise the 
Exchange Privilege. 


Section 11(a) of the Act provides, in part, that is shall 
be unlawful for any registered open-end company or 
for any principal underwriter for such company to 
make or cause to be made an offer to the holder of a 
security of such company or any other open-end 
investment company to exchange his security for a 
security in the same or another such company on any 
basis other than the relative net asset values of the 
respective securities to be exchanged, unless the 
terms of the offer have first been submitted to and 
approved by the Commission. 


Applicants assert that the Exchange Privilege is an 
integrated arrangement, exercisable only by an 
investor who initially acquires ICAP shares by 
redeeming Fund shares and by using the proceeds of 
that redemption to purchase ICAP shares. Applicants 
submit that an exercise of the Exchange Privilege may 
be deemed to be an exchange on a basis other than 
the relative net asset value of the shares exchanged, 
because a $5 service charge will be imposed on the 
initial acquisition of ICAP shares held in Colonial 
Exchange Accounts. Applicants represent that the $5 
service charge will defray the administrative costs 
included in each exchange. 


Section 22(d) of the Act provides, in part, that no 
registered investment company or principal under- 
writer for such company shall sell any redeemable 
security issued by such company to any person 
except at a current offering price described in the 
prospectus. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions, from any pro- 
vision of the Act, if and to the extent such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


Applicants state that the Exchange Privilege may be 
deemed to violate Section 22(d) of the Act, since an 
investor would be able to purchase Fund shares with- 
out incurring the customary sales charge. Applicants 
state that each investor eligible to exercise the 
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Exchange Privilege must initially have been an 
investor in the Fund. Applicants also state that each 
investor eligible to exercise the Exchange Privilege 
will continue to receive a current prospectus of the 
Fund while holding a Colonial Exchange Account with 
ICAP. Applicants assert that no additional sales 
efforts will be involved in connection with the reacqui- 
sition of shares of the Fund and that, accordingly, no 
sales charge should be imposed on the investors. 
Applicants also assert that the Exchange Privilege will 
not enable any investor to avoid payment of the appli- 
cable sales charge on his original investment in Fund 
shares. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than December 26, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof of 
service (by affidavit or, in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As providec by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 651/November 28, 1978 


In the Matter of 


FOSTER MANAGEMENT COMPANY 
One Battery Park Plaza 
New York, New York 10004 


(803-11) 


ORDER PURSUANT TO SECTION 206(a) OF THE ACT 
GRANTING AN EXEMPTION FROM THE PROVISIONS 
OF SECTION 205 OF THE ACT AND RULE 204-2(b) 
AND (c) THEREUNDER. 


On November 1, 1978, a notice (Investment Advisers 
Act Release No. 646) was issued of an application 
filed on January 30, 1978, by Foster Management 
Company (“Fomanco”), a Connecticut corporation 
registered with the Commission as an investment 
adviser under the Investment Advisers Act of 1940 
(“Act”), pursuant to Section 206A of the Act for an 
order of the Commission (1) exempting Fomanco’s 
advisory fee arrangements with a foreign corporation 
advised by Fomanco and three separate venture 
capital entities managed by Fomanco from the pro- 
hibitions of Section 205(1) of the Act, and (2) exempt- 
ing Fomanco, in part, from the record keeping require- 
ments of Rule 204-2(b) and (c) promulgated under the 
Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 206A of the Act, 
that the application for exemption from the provisions 
of Section 205 of the Act and Rule 204-2(b) and (c) 
thereunder, to the extent requested, be, and hereby is, . 
granted, effective forthwith. 





By the Commission. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 8607/November 27, 1978 
U.S. v. EDWARD P. LaFORCE CR. 77-76-1 


Michael J. Stewart, Administrator of the Boston 
Regional Office of the Securities and Exchange 
Commission, announced that on Friday, November 
10, 1978, a federal jury in Burlington, Vermont, re- 
turned a verdict of guilty against Edward P. LaForce. 
LaForce was charged with criminal contempt for vio- 
lation of 1961 and 1969 injunctions prohibiting him 
from selling unregistered securities. 


The jury returned its verdict after forty minutes of 
deliberation following five days of trial. The case was 
prosecuted for the United States by Gary S. Matsko 
and Grover S. Parnell, Jr., Securities and Exchange 
Commission attorneys from the Boston Regional 
Office, appointed by the court to prosecute the con- 
tempt action. 


LaForce, a nationally publicized automobile engine 
inventor, was formerly located in Richmond, Vermont, 
and was formerly doing business as Ventur-E, Inc. of 


Richmond, and Fuel-Aire, Inc. LaForce had been 
previously enjoined from violations of the registration 
provisions of the federal securities laws by the United 
States District Court for the District of Vermont. 
Evidence presented during the trial showed that 
LaForce had engaged in more than 100 sales of 
unregistered stock in Ventur-E and Fuel-Aire from 
August 31, 1973 through January 31, 1975 to investors 
from the northeastern and midwestern states. 


United States District Judge for the District of 
Vermont, Albert W. Coffrin, ordered a pre-sentence 
report. No sentencing date has been set. 





Litigation Release No. 8608/November 28, 1978 


U.S. v. WILLIAM RODMAN, ET AL., 78 Crim. 72 
(HFW) 


William D. Moran, Administrator of the Commission’s 
New York Regional Office and Robert B. Fiske, Jr., 
United States Attorney for the Southern District of 
New York, announced today that United States 
District Judge Henry J. Werker as sentenced the 
following defendants upon their conviction, by a jury 
in the Southern District of New York, for conspiracy to 
violate and substantive violations of the anti-fraud 
provisions of the Securities Act of 1933 in the sale of 
the common stock of Indecon, Inc., an over-the- 
counter stock, in 1972: 


William J. Rodman, a New York resident and stock 
promoter, was sentenced on October 31, 1978 to five 
years imprisonment on one count, two years 
imprisonment on three other counts, which terms are 
to run concurrent with each other and consecutive to 
the other count, and was fined $5,000. 


Stuart Aronesti, an Illinois resident and former sales- 
man in the securities business, was sentenced on 
September 14, 1978 to six months imprisonment to be 
served on weekends, fined $5,000, and placed on pro- 
bation for three years. 


A third defendant, Arthur Mintz, an attorney residing 
in Illinois, was acquitted of all charges brought 
against him. 


Further, six other defendants who had been named in 
the original indictment entered guilty pleas before trial 
and received the following sentences: 


Burton “Buddy” Kozak, a stock promoter and resident 
of California, was sentenced on October 5, 1978 to 
three months imprisonment to be served on week- 
ends, fined $2,000, and placed on probation for three 
years. 


Malcolm Shub, a resident of Illinois and formerly 
employed in the securities business, was sentenced 
on September 12, 1978 to three years probation and 
fined a total of $5,000. Special conditions for pro- 
bation call for Mr. Shub to pay his fine and re-pay all 
CJA costs. 


Thomas Herman, New York resident and former 
officer of P&H Associates, Inc., a defunct broker- 
dealer, was sentenced on September 13, 1978 to six 
months in prison to be served on weekends, two years 
probation, and fined a total of $5,000. 
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Glen Rothbart, a Florida resident and formerly Malcolm Schultz, a resident of Illinois and formerly 
employed in the securities business, was sentenced employed in the securities business, was sentenced 
on September 13, 1978 to two years probation and on October 6, 1978 to two years probation. 

fined $1,000. 


George A. Fitzsimmons 
Ronald Pilatsky, a New York resident and former Secretary 


officer of P&H Associates, Inc., a defunct broker- 
dealer, was sentenced on October 5, 1978 to two years 
probation contingent on his taking counseling on 
business. 
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